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FIND/SYP is an innovative
knowledge services
company that offers a full
suite of custom business
intelligence, advisory, and
consulting services to
address clients’ critical
business issues.
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To Our S;ha‘reholders

he year ended

December 31,2002

marked another exciting

and productive period

in the continued
advancement of FIND/SVP, Inc. When
our journey started in November of
2001 through the purchase of a
substantial equity interest in the
Company, we stated that our two
primary objectives were:

» To stabilize the performance of
the Company and return to
operating profitability, and;

» To build upon the outstanding
foundation created over the past
33 years and develop a nationally
recognized knowledge services
company that meets the growing
business intelligence needs of
corporate America through
internal development as well as
strategic acquisitions and
alliances.

By almost any measure, | am pleased
to report that FIND/SVP made
exceptional progress on both
initiatives and is now in a
compelling position for further
growth and progress as we move
forward.

We Returned to Operating Profitability
Operating in a continued
challenging economic environment
for business services organizations,

FIND/SVP was able to return to
operating profitability for the

second half of 2002. This was a hard-
fought and significant milestone
accomplished through a combina-
tion of a 12% increase in the average
contract sale, a material

to achieve this financial and
operational progress in 2002.
Through the dedication and hard
work of every member of our Team,
we continue to advance in a
professional services environment

improvement in client
retention,an exceptional
turnaround of our in-depth
strategic research and
consulting practice and
continued aggressive cost
control.

After recognizing a series of
non-recurring, non-cash
charges, the Company
reported a significant net
loss for the year. However,
the more relevant near-term
determinant of our financial
progress, in addition to the
previously noted return to
operating profitability, is the positive
adjusted EBITDA of $625,000 for the
year-—all achieved in the second
half—60%+ gross profit margins,
and a continued strong working
capital position. In addition, we are
confident that our internal initiatives
will yield further improvements
among these and other key financial
metrics providing accelerated
growth and profitability.

In summary, | am proud of our ability

where many are struggling. We are
confident that this portends a bright
future.

Our Focus Remained on Leveraging Our
Distinetive Knowledge Assets
Simultaneous with our stabilization
initiatives, we committed substantial
human and capital resources to

our equally focused objective of
building a leading, highly profitable
knowledge services company. From
the outset, our investor group saw




several noteworthy assets, which
indicated outstanding leverage
potential:

» A client base of over 1,500
companies representing all sizes,
industries, and perhaps most
importantly, diversified
knowledge service needs;

» A content database derived from
responses to almost 60,000
sophisticated business inquiries
each year;

» A professional staff consisting of
70 in-house, highly-experienced
industry experts;and

» The largest private business
library in the country.

Without question, we have been
well rewarded. FIND/SVP is clearly
on a vigorous path of developing
and acquiring strategic services and
products to optimally address the
business intelligence needs of
corporate decision makers.

We Acquired a Nationally-Recognized
Custom Market Research Firm

Certainly the most significant and
promising evidence of this initiative
is our very recent acquisition of
Guideline Research Corporation.
Founded in 1969, Guideline is one of
the nation’s leading providers of
custom market research,with a
highly regarded client base among
the Fortune 1000,including
companies in health care, financial
services, consumer products,
advertising and law. In 2002
Guideline achieved revenues of
approximately $8 million,and based
upon historical performance shouid
yield significant and increasing
incremental EBITDA and net income
to FIND both near and icng term.

This acquisition will further
distinguish FIND/SVP, Inc. as a
comprehensive research and
advisory firm. Importantly, with
approximately 40% of our clients
engaged in marketing and/or market
research functions, the integration of
Guideline’s services will enable us to

address a broad spectrum of
business intelligence and custom
research needs for a significant
element of our client base. Indeed,
as | write this letter, all of our sales
professionals and consultants are
being oriented to the Guideline
services, and | am very optimistic for
material contributions as a
consequence of this acquisition.

During the course of the past year,
we have devoted considerable time
and energy to improving both our
service offerings and our sales
strategy. It is important to note that
over the 34 years of FIND/SVP’s
existence, the Company has
developed a unique reputation and
competitive advantage through the
breadth and depth of our core Quick
Consulting and Strategic Consuliting
and Research Services. With 70
in-house industry experts, and an
additional 1,000 accessible through
the SVP network, we can skillfully
respond to virtually every business
inquiry and need presented. This has
clearly been a benchmark of our
growth and success.

A Suite of Higher-Margin, Vatue-Added
Services Was Successfully Launched

We also determined that, where
appropriate, a more focused offering
could serve to enhance the
worthiness and attraction of our
services. As aresult, through focus
groups and internal usage analysis,
we have identified the specific needs
and interests of particular subsets of
our existing clients and prospects
and have structured a series of
verticat and functional programs,
which directly address their ongoing
knowledge requirements.

Our newest and most promising
program is our Executive Advisory
Service (EAS),which is designed
specifically to provide high-level
decision makers with value-added,
decidedly actionable insight from
our industry experts. The EAS
program also offers Trend Reports

consisting of perceptive monthly
reviews containing the most topical
and significant business issues
selected from the 60,000 inquiries
we answer each year. We have also
successfully introduced the Private
Capital Research Center, a service
that addresses the initial due dili-
gence requirements of private equity
and venture capital firms.

This strategy has materially
expanded our service relevance and
thus improved sales cycles and
productivity.

In particular, we have thoroughly
evaluated our core competencies
within our Strategic Consulting
Group (SCG) practice in which we
perform over 400 in-depth praojects
and assignments each year and
created a sophisticated suite of
value-added knowledge services to
enhance the decision-making
process of senior corporate
executives in middle-market and
larger corporations. These in-depth
research and analysis programs
include Competitive Intelligence,
Marketing and Customer Trends,
Strategic Opportunity Assessments,
Best Practices, Go-to-Market
Strategies, Executive Interviewing,
and more. Our clients include 25%
of the Fortune 1000,50% of the
Fortune 100,and nearly one-third
in the $500 million and ab ove
revenue category; therefore, we are
confident of an exceptional
opportunity to proactively market
our complementary services.

We have also refined and
restructured our Business
Development strategy, more

closely aligning the skills and
resources of our Sales Teams with
our greatly expanded and enhanced
services and products. We have
established a Corporate Sales
department attracting professionals
with the requisite consultative

sales experience to identify the
knowledge and research needs of



key executives and decision makers.
We have also realigned and
streamlined our Quick Consulting
Service (QCS) sales force providing
increased account management
resources and consequently more
time to focus on revenue generation.

Finally, we have implemented an
aggressive telephonic sales
initiative. Utilizing our Telemarketing
professionals, we have targeted
deferred prospects and small
business opportunities offering
limited access to our core QCS
service. This has resulted in a
promising method of establishing
initial client relationships, which
both addresses the budgetary
considerations of smaller companies
and provides FIND/SVP favorable
margins due to the greatly reduced
associated sales costs.

Excellent Progress Was Realized in Gur
Partnership Efforts

During the year, FIND/SVP made
important strides with our Alliance
and Joint Venture program. Cur
primary objective is to establish

relationships that address the value-
added service interests of content
aggregators and other organizations,
while expanding our reach through
alternative distribution channels.
Our alliances with Hoover'’s, CMR,
Choicepoint, the Orlando Chamber
of Commerce, Pitney-Bowes Small
Business, and Verizon Information
Services are quality evidence of our
progress in this regard and we are
actively exploring additional
opportunities.

FIND/SVP is Poised to Excel; And We Are
Now Executing

Therefore, it is readily apparent that
we are making tremendous strides
in transforming FIND/SVP into a
diversified, innovative provider of
knowledge services. Leveraging the
outstanding foundation built upon
our core services, we are now able
to offer our clients a far more
diversified and relevant suite of
services. Furthermore, we have
refined our operating model to
provide sharply increased operating
margins and profits as our revenues
grow.

As a Company devoted to profitable
growth, we will continue to investi-
gate all appropriate opportunities
to further expand our significance
and value. However, | look at the
next year as focused on execution.
We have the necessary service and
product offerings, exceptional
consultant talent, strong and
motivated senior management,

and the financial resources to
achieve our ambitious yet realistic
goals. | look forward to the future
with the utmost encouragement and
optimism.

On behalf of all of our employees,
management and Board of Directors,
I thank you for your continued
interest and support.

Sincerely,

JW/ Wil Re

David Walke
Chief Executive Officer
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PARTI -

Item 1. Business

FIND/SVP, Inc. and its wholly owned subsidiaries {(collectively, "FIND/SVP" or the
“"Company" which may be-also referred to in this report as “we”, “us” or “our”) was incorporated
--in ‘the state of New York in 1969. In 1971, the Company became -affiliated with SVP
~‘International S:A: ("SVP International") through a licensing agreement which gave the Company
. the right to the SVP name and provided access to the resources of what is currently 8 additional
"~ :SVP affiliated companies located around the world. We are a knowledge services company that
-leverages the expertise and resources of its professional research teams on behalf of executives
and other decision-making employees of client companies, primarily in the United States. The
Company currently operates in two business segments, our Quick Consulting and Research
+ ‘Service (“QCS”) which provides retainer clients with access to the expertise of the Company’s
-staff -and information resources ‘as well as-a Live AnswerDesk (“LAD”) service; and our

~ ‘Strategic ‘Consulting and Research Group (“SCRG”) which provides more .extensive, in-depth
. custom:‘market research and competitive intelligence .information, .as well as customer

satisfaction and loyalty programs. The Company's strategy is to build a base of regular clients
who will utilize the Company's people and resources for their research, business intelligence and
information needs. Substantlally all of the Company s personnel and operatlons are located in
Manhattan o

Through QCS FIND/SVP provndes -retainer . cllents with access to the subject and
technical expertise of its staff as well as the resources of a large information center. Within each
retainer client's organization, specific individuals receive a QCS membership ‘card (the
“Membership Card™), which entitles them to make requests via the telephone and the Internet for
immediate consultation and research assistance.. In response, the staff of QCS provides
customized answers in rapid turnaround time, generally within two business days ‘or less of the
request. The QCS service is positioned to be an indispensable daily partner for decision-makers
by providing, on aretainer basis, a-cost-effective “quick.consulting” service primarily delivered
by electronic mail. The service is designed to be a valuable resource to small and medium sized
-corporations that do not maintain in-house information -centers and as a supplement to in-house
resource centers of large .corporations.. At December 31, 2002, we had 1,563 QCS retainer
clients and 10,162 Membership Cardholders. The Company intends to seek to expand its base of
QCS retainer clients, and to offer these .clients an expanded array of business intelligence,
rescarch and advisory services. . The Company’s Live .AnswerDesk offers -immediate, on-
‘demand, question answering and personal search assistance from live experts. It is de31gned asa
‘way to enhance the loyalty of the members of various consumer F groups. B

The market research services of SCRG are desngned to handle more extensive, in-depth
custom market research and competitive intelligence requests, as well as customer satisfaction
and loyalty programs. The QCS and SCRG businesses represent the core competencies of the
‘Company, which is to provide the expertise of its staff in.an on-demand, consulting- and business
advisory relationship with small, medium and large sized corporatlons

~ FIND/SVP's research resources mclude .access to approxxmately 4,000 computer
databases and subscription:paid web sites, approximately 8,000 of its own files organized by
subject and by company, current and back issues of approximately 1,500 periodicals and journals
and .approximately 5,000 books and reference works. -Through our. licensing agreement with
SVP International, we are associated with its network of companies and correspondents




' provndmg similar services. This enables FIND/SVP to obtain information for our clients through
‘the use of approximately 1,000 additional consultants in the SVP worldwide network

Recent Developments

_ “On April 1, 2003, the Company purchased all of the issued and outstanding stock of
--Guideline Research Corp. (“Guideline™). Guideline, together with its wholly-owned subsidiaries

.. Guideline/Chicago, Inc., Advanced Analytics, Inc., Guideline Consulting Corp., and Tabline
- Data Services, Inc. is a provider of custom market research.  Simuitaneously with the acquisition,
. :Guideline -entered into employment agreements with, among others, the former shareholders of

' -Guideline, Robert La Terra and Jay L. Friedland. -Also, 150,000 stock options were granted to
~-one of the former shareholders after the close of this transaction pursuant to. the terms of an
employment agreement entered into with Guldehne at the closmg SN

T The purchase pnce eons1sted of apprexnmately $4 454 OOO in cash (mcludmg $525 000 of
estimated transaction costs),-and 571,237 unregistered shares of the.Company’s common stock, °
..of which 295,043 shares were placed in escrow. ~The shares placed.in escrow will be distributed
.. .ito the Sellers on or about May 31, 2004 subject to-reduction for the resolutton of purchase price
P adjustments 1fany e i R AT T

o The Guldelme purchase pnce was ﬁnanced by the Company 's. cash -resources, the
assumption of certain liabilities of Guideline, and by the receipt of $3,400,000 (net of financing
costs) obtained from the issuance of: ‘(i) a promissory note with a $3,000,000 face value, with
stated interest at 13.5%, due April 1, 2008 (the “Note”) to Petra Mezzanine Fund, L.P. (“Petra”),

_which is secured by-a second lieri-and security interest on substantially all.of the Company’s
assets; (ii) 333,333 shares of convertible, redeemable, cumulative preferred stock, designated as

Series ‘A Preferred Stock, to Petra, which are redeemable at Petra’s -option beginning April I,
2009 at an initial redemption price of $1.50 per share, or $500,000, plus ail accrued but unpaid
dividends; -and (iii) warrants to Petra to purchase 675,000 shares of .the Company’s common

..stock at-an exercise price of $.01 per share. The preferred.shares are:entitied ‘to receive either
..cash or “payment-in-kind” dividends at a rate of 8.0% annually, and the future redemption price

is subject to adjustment for anti-dilution. The warrants are.exercisable at any time, and,

- beginning April 1, 2009, and for a period of four years thereafter, Petra shall have the right to

‘cause the Company to use commercially reasonable efforts to complete a private placement to

-sell Petra’s shares of the Company’s common stock -issuable upon exercise of the Warrant (the
“Warrant Shares”) to one or more third parties at a price equal to the market value of the Warrant

- Shares based on the closing bid price of the Company’s common shares as of the date Petra so

:notifies the Company (the “Put-Exercise Date™).:In the event a change in control takes place
during the period in which the put.may be exercised, Petra would have the right to cause the

Company to fulfill its repurchase obligations in the same form of consideration as that received

by the other selling shareholders. : SR

: -+ On Aprii 1, 2003, the Company also amended and restated: (i) its term Note with JP
Morgan Chase Bank, .in the principal amount of $1,500,000 and-(ii) its line: of credit with JP
Morgan Chase Bank inthe principal amount of-$1,000,000. = These amended and restated
agreements had the effect of reducing the term Note principal amount from $2,000,000 to
- $1,500,000, reflecting the current outstanding balance. The final repayment date of the term
" Note has been moved-up from December 31, 2006 to December 31, 2005..-As a-result, the
Company will have a $500,000 balloon payment due at December 31, 2005 instead of making
payments of $100,000 each quarter in 2006. In addition, JP Morgan Chase Bank consented to
- the Company’s acquisition of Guideline and the related financing transactions with Petra, and
amended various financial covenants of both the term Note and line of credit as follows:

4




%«l')v The pttewous Deht to ‘bohsolx'c.ioted“"{r‘ahgible Net Worth «Covenant of 2.00 was
-z -Teplaced with a Senior Debt to Consolidated Tangible Net Worth plus Subordinated Debt
' covenant of 0.75; and

2) The previous Consolidated Tangible Net Worth covenant of $3,500,000 was replaced
-with a Consolidated Tanglble Net Worth plus Subordinated Debt covenant of $3,300,000.

Semces and Products

The Company's services and products offer business executives fully integrated research,

" =~ -business .intelligence -and management “advisory ‘services -in a broad. range of ‘industries and

. .. disciplines.> The Company provides services -to help clients - acquxre mterpret and use
information. DTS . i

R .- At December 31, 2002, Find/SVP’s staff included 80 consultants:and researchers in its
T lQCS and SCRG divisions: The materials used in the generation: of the. Company's services and
-products are updated and checked by staff members. The Company has its own training program
in which its employees pammpate

N Semces ': — --
Quick Comsulting and Research Service

wipm oz 5 -QCS provides clients with access to the staff and resources of a large information center,

L _.whlch seeks to handle research i mqumes and requests for business assistance in rapid turnaround

.- Through -QCS, the Company ‘is in-the ‘business of-providing, on.a volume basis,

: customized answers to business questions on a wide variety -of topics. The service.is offered only

. on.a retainer basis. Retainer client organizations :pay in advance, either monthly, -quarterly,

- semi-annually or annually, a retainer fee. ‘In return; the client organizations receive Membership

. .;Cards - for their designated executives or employees. . The Membership Card entitles each

- .cardholder to use QCS and also offers preferential use of, and/or discounts on, the Company's

- .other services and products. - The-Company 'has several fixed and adjustable fee retainer

programs in effect. Out-of-pocket expenses incurred to answer. questions -are .invoiced in
addition to retainer fees.

SIS When our- retamer chents call FIND/SVP w1th theu busmess issues. and research needs
they provide their card number, and -€xplain -their ‘request :to ‘our -staff:consultants who are
organized into the followmg six practlce groups

Practlce Groups

» .The Comsumer Produots and Services G”roup'is responsible for research on retailing
and apparel, home furnishings, cosmetics and toiletries, food and beverages, media and

entertainment, publishing, sports and leisure, education, phllanthropy, restaurants, food
services, household products apphances and furmture A

The Technoloml, Informatlon and Commumcatlons Group - is responsxble for
computers, -software, electronic media and office equipment, and provides-expert help
with Internet research, hands-on training, on-site seminars, competltxve mtelhgence Web
marketing/trends and Internet user demographics.




The Healthcare and Pharmaceuticals Group is responsible for products and services

- manufactured - by -and 'marketed :to - businesses -in -healthcare fields, including

- pharmaceuticals, medical .and:diagnostic equipment, blotechnology, llealth resceurces and
clinical information.

The Financial and Business Services Group is responsible for requests on banking,

- . insurance, .mergers and. acquisitions, real estate and mortgages, the securities and
investment industries, customer satisfaction and corporate management theory, and
provides credit reports on speciﬁc companies and Securities and Exchange Commission
documents on pubhc compames

The Industrlal Products and Semces Gromp is respons1ble for manufacnmng, energy,
chemicals, ‘plastics, - pulp ‘and :paper, metals and mining, transpor&atnon, envxronment,
construction and agriculture.

- The Management Advisory Group is responsible for legal research, human resource
. issues, accounting and- tax. 1ssues mtematlonal trade and ﬁnance and the advertrsmg and
-.marketing industries. : i s St S

Each of our groups are supported by The Documents Team which locates and obtains
copies of articles, documents, patents, books, pamphlets, catalogs,- conference
proceedings, government reports and product samples to supplement the mfonrmon
provided to our clients. ce : : -

L Membership Cardholders: discuss - their research needs with the. Company's staff
consultants -‘who provide assistance in formulating & focused information request. After the
‘request has “been clarified, FIND/SVP's -specialists find the needed information using 2
combination of the Company's available resources. After reviewing the findings, the staff
consultants select what appears most relevant to the client's need, and report the findings, with
commentary, as needed. Documentation of the findings are primarily sent by electronic mail or
any.one of a combination of the following methods: facsimile, courier,: messenger, mail or
electronic mail. QCS allows clients to benefit from a fast, convenient and confidential method to
gather knowledge and use the multitude of research resources avarlable today Cardholders may
ask questions on virtually any business subject. ‘

Information requests that require business intelligence from overseas are answered by
- one or more of the information centers in 9 SVP companies worldwide or by usmg specral SVP
- correspondents in selected countries where no oﬁiaal SVP company exrsts ‘

QCS is designed to handle chent questxons requiring less than approxrmately three hours
of actual staff time. These are automatically covered by the retainer fee. Requests requiring a
more extensive search or a lengthy written report are not covered by the QCS retainer program
.and are . referred to the Companys Strateglc Consultmg -and Research Group to be handled
separately

QCS act1v1ty is tracked and controlled by a propnetary management mformatron system
called QUESTRAC, which uses recently upgraded state-of-the-art software technology. The
program is based on the know-how provided by SVP France, the founders of the SVP concept of
quick business advisory services by telephone. Input into the QUESTRAC system provides an

- exclusive .and confidential .database of mformatron about each client, and the information
requested and handled for clients.




- At December '31," 2002, there ‘were 1,563 retainer clients, an 8.6% decrease from
' "December 31, 2001, and 10,162 holders of the Membership“Card,- a74.0% decrease from
 ‘Deécemmber 31,72001. During 2002, montlily-fees billed to retainer ‘clients (the retainer base)
- -increased by-1.2% to $1,488,338.° Approximately -40% of the top Fortune 100 “industrial
<+ " companies are QCS retainer clients. Revenues generated by QCS represented 88%, 85% and
82% of the Company’s total revenues for the years ended December 31, 2002, 2001 and 2000,
respectively. Please see “Management’s Discussion and Amalysns of Fmanc1al Condition and
) Results of Operatlons” of Part II of this Report : :

'Strateglc Conswltmg and Research Group

SCRG is desxgned to handle more m—depth custom market research and competitive
intelligence assignments. The service is most often used by the Company's QCS retainer clients

"+ as a supplement to that service. Common project requests include customized market and

““industry studies, telephone surveys, competitive -intelligence data-gathering -and analysis
" -assignments, acquisition studies and large information collection projects. Additionally, through

« " the'Customer Satisfaction Survey & Research Group, SCRG provides customer satisfaction and

~‘]oyalty programs, through focus groups and: customer surveys. Through SCRG, the Company

“i. provides research as well as interpretation and-analysis.” All projects are quoted in advance and

billed “separately. Revenues generated by SCRG represented 11%, 13% and 16% of the

-~ Company’s total revenues for each of the ‘years ended Decemiber31,72002, 2001 and 2000.

‘Please see “Management’s Discussion and 'Analysis of Fmanclal Condltlon and Results of
Operations” of Part II of this Report. o - s :

Growth Strategy
' The Company intends to expand ‘its services through continued internal development

- +during 2003. This includes various initiatives aimed at both business-to-business and consumer
- -users-of ‘the Internet. - Additionally, the Company ‘will consider -exploring possible “strategic

- alliances ‘with ‘and/or “acquisitions of ‘consulting, ‘research or ‘information properties and
= companies whose primary markets are complimentary to ‘FIND/SVP's market and which would

be accretive to our ‘earnings. However, there are no commitments or -understandings in this
* regard and no assurance can be given that the Company will in fact enter into such relationships,
“conclude any acquisitions or internally develop any related services. The foregoing plans are
subject to, among other things, the availability of funds for these purposes. - Except for the Petra
Financing in connection with the closing of Guideline, we have not made arrangements for, and
‘such additional external funding may never be avmlable to uson acceptable terms 1f at all. See
o fRecent Developments above s - : : : _

SVP Network Llcensmg Agreement w1th SVP Internatlonal

‘Through licensing agreements w1th SVP Intematlonal 9 compames (each an “SVP
International Company,” and collectively, the “SVP International :Companies”); “including
FIND/SVP, form an international network of information centers. - Since each SVP International
Company is based in a different country, the network has provided the means by which the
Company can obtain international information requested by its clients which it may not maintain
in its library or have access to if generated by or located in another country. When an SVP
International Company accesses the information center of another SVP International Company it
is charged a fee for the services provided thereby. Each SVP International Company is linked to

“ the SVP International network primarily by virtue of its licensing -agreement. In 1971, the
‘Company entered into its licensing agreement with SVP International, which was amended in
1981 and again in 2001, and obtained the U.S. rights, in perpetuity, to the “SVP” name and
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.-~ -know-how .and access -to the SVP International network. Pursuant thereto, SVP International

... assisted- in ~the creation, -implementation, development and .operation of .the. Company.

.. - --Historically, SVP International has ‘engaged.in periodic telephonic conversations and, meetings

- with#the Company. By virtue thereof,:the Company has benefited from exchanges of knowledge
~with -SVP International with . respect to any enhancements made to SVP Emtematzomai'
: mformatwn retrieval or blllmg systems or other proprietary kmow—how

Umhl November 2001, SVP Internatlonal (mcludmg its ,afﬁhates). owned approximately
37% of the outstanding common shares of the Company, excluding outstanding warrants. In
November 2001, SVP International and its affiliates sold their entire interest (stock and warrants)
in the Company to Marlin Equities, LLC and Walke Associates, Ine and terminated their

. .managemem involvement.

Our hcense agreement prov1des that SVP Intemaltnonal or amy SVP Intematlonaﬁ

., : Corﬁpany will not compete with the Company in the United States or enter into any agreement or
~ arrangement with- respect to services similar to those offered by the Company with any. entlty :

. ‘which operates.or proposes to-operate.such services -in the United States. The Company, in
return, pays SVP International royalties .of $18, 000 per year, plus 2% .of the amount of
- FIND/SVP's gross revenues for each such year, excluding publishing revenues, derived from

- -certain of its services in excess-of $2,000,000 but less than $4,000,000 and 1% of the amount of

such non-publishing gross revenues in excess of $4,000,000 but less than $10,000,000, and 1.2%
of the gross profit from all publications included in FIND/SVP's gross revenue less than
$10,000,000 for such year. L o

Markets and Clients

. .. The market for FIND/SVP's services and products is comprised primarily of business
executives in a variety of functions, including top management and marketing, ‘planning,
-marketing research, sales, information/library, legal, accounting, tax and product development.
FIND/SVP's primary market, in terms of client organizations, consists of medium to small sized
companies. -Larger corporations are, however, among the Company's clients. In certain cases,
the service is sold to more than one department or division -of a large corporation. The
. Company's appeal to medium to small sized corporations is primarily based on the fact that these
~companies do not ordinarily maintain their own research staff and resource libraries and when
they do, they are generally .not comprehensive. Large corporations, on the other hand, often
maintain in-house resource centers.- The Company believes, however, that in-house corporate
libraries are generally not as comprehensive. Therefore, QCS may be perceived as a-valuable
supplemental resource to our client’s in-house capabilities. - In-addition,. in-house .centers are
good prospects for the Company's other services. Approximately 40% of the top Fortune 100
industrial companies are QCS retainer clients. Overall, the factors that will affect the growth of
the Company's potential market and its ability to penetrate it include: (1) the market's perception
- of the need for and value of consulting, business intelligence and research services; (2) the trends
in the use of internal information centers and databases; and (3) the Company's ability to exiend
its personal sellmg efforts throughout the country - :

Sales and Marketmg

The: Companys primary marketmg focus is to .expand its QCS retainer chent base. In
addition to generating revenues from the QCS services, the retainer client base serves as a ready-
‘made marketplace for SCRG and other potential services of the Company. QCS is marketed
-through a combination of advertising, direct mail, exhibits, sales promotion activities and the
Company’s web site. Qualified leads are followed up by FIND/SVP's sales force. These leads
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. are ‘supplemerrted b-y referrals and cold-call selling efforts. The cost of the Compan);'s advertising
= < -and public:relations efforts is modest. . The Company also produces.The -Information Advisor
:newsletter. ~This newsletter:is published monthly, and provides a.comprehensive evaluation of

-7y, -research.tools,.new: sources valuable to: researchers and analysrs of the most popular information
-4 SOUrces.. - L : : s

- .»Competltlon -

The Company faces competition from three distinct sources: (1) other research and
information services, (2) in-house corporate research centers, and (3) .institutions that sell
mformatlon dlrectly to end-users.

The Company is aware- of several other smaller fee-based on-demand business

S .,gmfo_rmatron services. in the United States.. The Company believes that of these companies it is

“-.# -.the largest in'terms.of revenues, staff size and resources. - Although the Company is not aware of

direct competitive companies with larger staffs and revenues, there is no.assurance that as the

information ‘industry expands, more competitive companies will not enter the market. In

-+ - -:addition, there is no.assurance that a competitive company will not develop a superior product or

. ~-:service. The Company. believes, however, :that by reason of its experience in the industry, its

. association with the SVP International Companies and its intent to closely monitor the consultmg
industry, it will be able to compete effectively with any potential competitors.

In-house corporate ‘information and research centers -present a significant source of
competition for the Company today. Large corporations, in an effort to stay on top of the vast
amount of information available,-began to-develop iin increasing numbers, in-house libraries and
information centers for their employees. While the Company believes that its own information
center serves the added functions of analysis and generation -of information ‘and is larger and
‘better staffed than a majority of these corporate resource centers, there is no assurance that a

- significant number: of these large:companies will choose to utlhze the Company's services and
products. S SE

The advent of on-line databases, the Internet and CD-ROM products has increased the
ability of companies to perform information searches and other research for themselves.
Consequently, to the extent companies perceive they can directly access information from the
Internet, on-line databases and acquire CD-ROM products, .FIND/SVP competes with
information producers that sell to end-users. The Company believes, however, that its
consultants deliver a value-added service based on their technical expertise and their ability to
search more information products more quickly than most end users, thereby delivering a more
thorough .and economical service. There is no assurance, however, that companies which
develop extensive resource centers will not accordingly staff them with equally productive
personnel.

Employees

As of December 31, 2002, the Company had approximately 160 full-time employees,
including 34 marketing and sales employees, 80 staff consultants and research employees, and
39 administrative and general personnel. The Company's ability to develop, market and sell its
services and to establish and maintain its competitive position will depend, in part, on its ability
to attract and retain qualified personnel. While the Company believes that it has been successful
to date in aftracting such personnel, there can be no assurance that it will continue to do so in the
future. The Company is not a party to any collective bargaining agreements with its employees.
It considers its relations with its employees to be good.
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The corporate headquarters are located at’ 625 Avenue of the Americas, New York, NY

- f:-f10011 anid“the telephone ‘number is (212) :645-4500.- The" Company makes available free of

2. charge-through ‘our website, www.findsvp.com, ‘the annual report-on Form -10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports, and the
proxy statement for the annual meeting of stockholders, as soon as reasonably practicable after
such material is electronically filed with or furnished to the Securities and Exchange
Comxmssaon

“ltem 2 Propertles

At December 31, 2002, the Company has a lease on approxnnately 32 000 square feet of

- * office space at 625 Avenue of the ' Americas, New York, New York, which have been the main

; : woffices -of the’Company’since 1987. “The {ease’is subject to standard escalation clauses, and

= -gxpires in Juneé 2005. Basic'annual rent expense, determmed on the stralght-hne basm over the
tenm of thelease is approxnnately $694 000 R O :

B LT The Company has addmonal ieased ofﬁce space for appmxnmately 20 000 square feet at
*“641 Avenue of theAmericas, New York,-New York.: Such lease arrangements are subject to

.+ standard ‘escalation clauses, and ‘expire in June:2005. Basic annual rent expense determmed on
the straight-line basis:over the:term of the lease; is approximately $497,000.- ‘

- Item 3.. Legal Proceedmgs

There are no matenal legal proceed.mgs pendmg agamst the Company

: Item 4 Submlssmn Of Matters to Vote Of Securlty Holders IR TEI

o There were no matters submltted toa vote of secunty holders durmg the fourth quarter of
the ﬁscal year covered by this report. S
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< PARTII
.:I{em 5. Market For Reglstrant's Common Equlty and Reﬂated Stockholder Matters

Our common stock ‘par value $ 0001 per share (‘Common Stock”) is: traded on the Over

The Counter Bulletin Board under the symbol “FSVP.OB”. There were approximately 847

:common shareholders of record on April 7, 2003. The Company currently does not and does not

. intend to-pay cash dividends on its common stock in'the foreseeable future, and is restricted from

doing so under the terms of its debt agreements. Cash generated from operations will be used for
general corporate purposes, including acquisitions and supportmg orgamc growth

The following table sets forth the range of high and low bldS of our Common Stock for
the calendar quarters indicated. The quotes listed below reflect inter-dealer prices or transactions
solely ‘between market-makers, without retail mark-up, mark-down or commission and may not

" represent actual transactions. In April 2001, due to its failure to comply with NASDAQ’s $1.00
- minimum. bid price requirement, the -Company’s shares of Common Stock were delisted.
. Trading has since continued to be conducted on the Over The Counter Bulletin Board.

- Price Range | High Low
- 2002
. 1st Quarter 1.80 0.80
- 2nd Quarter ‘ 1.75 1.05
3rd Quarter 1.50 0.97
4th Quarter 1.53 1.30
© 2001 :

1st Quarter : 0.81 -0.50
2nd Quarter 0.77 0.33
3rd Quarter 0.75 0.48
4th Quarter 1.00 0.34

Changes in Securities and Use of Proceeds

During 2002, options to purchase 353,000 shares of common stock were granted under
the Plan, at prices ranging from $0.83 to $1.429, to various employees. These were private
‘transactions not involving a public offering that were exempt from registration under the
Securities Act of 1933, as-amended, pursuant to Section 4(2) thereof. At the time of issuance,

. the foregoing securities were deemed to be restricted securities for ‘purposes of the Securities
Act. : L

Information regarding our equity compensation plans required by Item 5, including both
stockholder approved plans and non-stockholder approved plans, appearing under the caption
“Executive Compensation—Equity Compensation Plan Information” in our proxy statement for
the 2003 Annual Meeting of Stockholders is incorporated herein by reference. The proxy
statement is anticipated to be filed with the Commission on or about April 30, 2003.
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Item 6. Selected Financial Data

»

. The following table:sets forth -our.selected financial data as of and for 7the‘years ended’
December 31, 2002, 2001, 2000, 1999 and 1998. The selected financial data set forth below has
been derived from our audited consolidated - financial statements and related notes for the
respective fiscal years. The selected financial data should: be ‘read in: conjunction with

. “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of
=+ - ‘Part 11 of this Report as well as our.consolidated financial -statements.and notes thereto. These
~ historical results are not. necessanly mdlcatlve of the results to be expected in the future

Staﬁements of Operatlons ‘

Revenues S -
Operatmg (Loss) Income

Net (Loss) Income

Net (Loss) Income Per Share:
Basic
Diluted

Weighted Average Number of
Shares:

Basic

Diluted

Cash Dividends Paid Per
Common Share

Balance Sheet Data

Working Capital (Current assets -

less current liabilities)
Total Assets
Long-Term Notes Payable
‘excluding current amounts -
Shareholders' Equity

5 (@,007)

Years Ended December 31

(m thousands except per share amounts)

2002

$ 20,828 $ 22215 $ 23,800 $ 22,738
-(1,148) -

(1,124)

{1n
(11)

10,139
10,139

12

§ 1,352

2001 ~:2000 . 1999

+(753) 348

(945) (535 883

12
A2

(12)
(12

(.06)
(.06)

7,880
7,880

7,450
7,450

7,121
7,213

1998

$ 28,175

1,329

756

1
WAl

- 7,094
7,100

- As of December 3! ’

o (m thousands)
: 2000

$ §587
10,692 11,012

- - 895 1,685

4,490 - 3992 -

1999

$ 2,699
11,443

3,039
3,889

1998

$ 2,569
12,064

3,523
2,988




. « Item 7. Management's Dlscussmn and Analysis of Fmanclal Condition and Results of
Operatlons :

e The following discussion and analy51s should be'read in conjunction with “Selected
Financial Data” as well as our consohdated ﬁnancral statements and notes thereto appearmg
elsewhere in tlns Form 10 K o :

General

FIND/SVP, Inc. and its wholly owned subsidiaries provided a broad consulting, advisory
and business intelligence service to executives and other decision-making employees of client
; compames primarily i in the United States. The Company currently operates primarily in two
“ “business segments, providing consulting ‘and ‘business ‘advisory services ‘including: the Quick
" “Consulting and Research Service *QCs’ ") ‘which prowdes retainer cllents with access to the
' expertise*of the Company’s staff and -information ‘resources ‘as well as Live AnswerDesk
“4 (“L'AD”) services; and the Strategic Consulting and’Research Group (“SCRG”) which provides
more extensive, in-depth custom market research and competitive -intelligence information, as
well as customer satisfaction and loyalty programs. The Company considers its QCS and SCRG
service businesses, which operate as “consulting and business advisory” businesses, to be its core
_ _competency '

- On Apnl 1, 2003 ‘the Company acqmred Gmdelme Research Corp and its wholly owned
subs1d1anes (see ‘Recent Developments in Part 1, Ttem 1. Busmess of this report) The

- "Company expects Guldelme to mmedlately contnbute to earmngs .

B RESULTS OF OPERATIONS

SRt

‘ _Calendar Year 2002 Compared to Calendar Year 2001
Revenues™ -

Revenues for 2002 were $20,828,000 and revenues for 2001 were $22,215,000. The
decreases in revenue, in all aspects of our business, were related to the weakened economy and
the weakened market for the Company’s services, most notably since the events of September
11,:2001. "Specifically, QCS was affected by cancellations of retainer accounts, which was not

~ sufficiently offset by new business, during 2002. The primary factor, which contrlbuted to the
decline in SCRG revenue, was the decline in the number of new projects booked.

QCS revenues, which result from annual retainer contracts paid by clients on a monthly,
quarterly, semi-annual or annual basis, decreased by $469,000, or 2.5%, from $18,978,000 in
2001 to $18,509,000 in 2002. The decrease from 2001 to 2002 was a result of cancellations
which were not sufficiently offset by new clients and increased rates. At December 31, 2002,
there were a greater number of annual renéwals which were billed than the same period in the

-~ prior ‘year, and this ‘contributed to a higher‘accounts receivable balance at December 31, 2002
than December 31, 2001. The fees billed to retainer clients (the retainer base) increased from the
begmmng of 2002 to the end of 2002 by 1.2% from $l 470 659 to $1 488 338 '

LAD revenues decreased by $321,000, or 73 6%, from $436 000 in 2001 to $115,000 in
+2002. The decrease from 2001 to 2002 was a result of the cancellation of the servnce s largest
client. v
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:.... . SCRG revenues, which. result from consulting engagements addressing clients’ busmess
1ssues decreased by $597 000, or. 21 3%, from $2,801,000 in 2001 to $2,204,000 in 2002. The
decrease from 2001 to 2002 was due to the continued decline in new projects booked. The
Customer Satisfaction Survey and Reésearch Division accounted for 19.0% and 16.7% of SCRG’s
revenue for 2002 and 2001, respectively.

. }v,éggsts of pmducts and services. soId

e Duect costs (those costs duectly related to generatmg revenue, such as dlrect labor,
--aexpenses incurred on behalf of clients and the costs of electronic resources and databases)

- decreased by $939,000, or 8. 6%, from $10,966,000 i in 2001 to $10,027, OO@ in 2002. Direct costs

... represented 48.1% and 49.4% of revenues, respectively, in 2002 and 2001, The decrease in total
- direct costs was due. pnmanly to.a decrease in.expenses mcurred on behaﬂf of clients, in addition.

. toareductioni indirect labor.costs. . .., .. - o oo

A"vSélI;ing',igeneral a)zd admihi‘.sifq{ﬁfg exﬁe@é;sj, N

Selling, general and administrative expenses decreased by $589, 000, or 4. 8%, from
- $12,397,000, or 55.8% of revenue, in 2001 to0,$11,808,000, or 56.7% of revenue, in 2002. In

- 2002.and 2001, the Company recorded an accrual of $257,000 and $228,000, respectively, for

restructuring under a Severance Plan approved by the Board of Directors and communicated to-
employees. In 2001, selling, general and administrative expenses inciuded approxmately
$169,000 in negative effects related to the events of September 11, 2001. -The decrease in
selling, general and administrative expenses in terms of dollars during 2002 was due primarily to
reductions in general expenses in response to cost containment measures that began in the second
quarter of 200i. Bad debt expense decreased as a result of a significant improvement in
accounts receivable management during 2002. Also, telecommunication costs .decreased as a
result of more favorable rates with carriers

 Interest income.and expense .
In 2002 the Company eamed $15 000 in mtelrest income, which decreased from $49 000

in 2001. The decrease in 2002 was a result of lower cash balances in interest bearing accounts
throughout 2002.

_ Interest expense in 2002 was .$156,00G, which was a decrease from $246,000 i 2001.
The decrease was a result of the replacement of certain of our senior subordinated notes with a
term note Ibearing a lower interest rate.

Jmpazrmem on Inves!mem‘

In 1999 the Company entered mto an agreement w1th 1dealab’ and Fmd com, Inc.
whereby the Company assigned the. domam name “find.com” and licensed the use of certain

L rights to the trademarks “find.com” and “ﬁnd” to Find.com, Inc. 1dealab? and Find.com, Inc. are

not otherwise related to the. Company. Under terms of the agreement, the Company received
cash and non-marketable preferred shares in idealab!, and was entitled to certain future royalties.
. The preferred shares received were valued by the Company at $500,000, and carried various
rights including the ability to convert them into common shares of Find.com, Inc., and a put
option to resell the shares to idealab! The put option became exercisable in December 2002.
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.~ "Under the terms of the put option, idealab! could either repurchase the preferred shares for
- $1 500,000 in- cash, or elect to return the find.com domam name to the Company In 'the latter
" case, the Company would retain the preferred shares. Pt ‘

In January 2003, the Company exercised its put option and idealab! declined to
repurchase the preferred shares. This information was considered by the Company in its
recurring evaluation of the carrying value of the preferred shares at the lower of historical cost or
" estimated net realizable value. Using this information together with other publicly available
information about idealab!, the Company concluded the net realizable value of its idealab!
- -preferred ‘shares had declined to an estimated ‘$185,000 at December 31, 2002, which resulted in

"~ a charge to operations of $315,000 during the -quarter ended December 31, 2002. Since the
idealab! preferred shares continue to be an-investment ‘in a start-up enterprise, it is reasonably
possible in the near term that the Company’s estimate of the net reahzable value of the preferred
shares will be further reduced. S

S Operatmg (Loss) Income

- The Company s operatmg loss was $1 007 000 in 2002, compared to $1; 148 OOO in 2001,
: decrease in loss of $141,000. This is primarily the result of decreases in dlrect costs and
selling, general and administrative expenses. - :

Income Taxes

The $339,000 income tax benefit for the year ended December 31, 2002 represents 23%
of pre-tax loss.. In 2002, a valuation allowance was provided for certain state and local
- carryforward tax operating loss assets, as the Company"determined that it was no longer more
-likely than not that such “assets would be realized during the carryforward period. It is

reasonably ‘possible that future valuation allowances:will need to be recorded contingent upon

the Company’s ability to produce future taxable income to offset deferred tax assets.  The

income tax benefit was lower than the statutory rate due primarily to the recording of'a valuation
-allowance, and expenses, such as meals and entertamment and key-man life insurance premmms
- which are not deductlble for tax purposes. :

The $400, 000 income tax benefit for the year ended December 31, 2001 represents 29.7%
of pre-tax loss. The income tax benefit was lower than the statutory rate due primarily to
expenses, such as meals and entertainment expense and non-dedluctlble goodwﬂl which are not
deductlble for tax purposes | ' e ‘ : TS

Calendar Year 2001 Compared to Calendar Year 2000
Revenues

The Company’s revenues decreased by $1,585,000, or 6.7%, from $23,800,000 in 2600

to $22,215,000 in 2001. The decrease in 2001 was caused by a decrease in the number and size

of retainer clients and a decrease in the number and size of SCRG projects, caused by the
weakened economy, as described below.

QCS revenues, which result from annual retainer contracts paid by clients on a monthly,
quarterly, semi-annual or annual basis, decreased by $731,000, or 3.7%, from $19,709,000 in
2000 to $18,978,000 in 2001. The decrease was due to the weakened economy which caused
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cancellations and a decrease in new sales. In addition, certain accounts cancelled when they
ceased operation.due to the events of September 11, 2001. Also, the monthly fees billed to
retainer clients (the retainer base) decreased from the beginning of 2061 to the end of 2001 by
7.1% from $1,583,308 to $1,470,659.

SCRG

SCRG revenues, which result from consulting engagements addressing clients’ business
issues, decreased by $1,069,000, or 27.6%, from $3,870,000 in 2000 to $2,801,000 in 2001.
The decrease was due to a decline.in new projects booked, caused by the weakened economy.
The Customer Satisfaction Survey and Research Division accounted for 16.7% and 13.6% of
SCRG’s revenue for 2001 and 2000, respectlvely :

Costs of, products and services sold |

Direct costs (those costs directly related to generating revenue, such as direct labor,
expenses incurred on behalf of clients and the costs of electronic resources and databases)
decreased by $1,161,000, or 9.6%, from $12,127,000 .in 2000 to $10,966,000 in 2001. Direct
costs represented 49.4% and 51.0% of revenues, respectively, in 2001 and 2000. The decrease in
total direct costs was due primarily to a decrease in expenses incurred on behalf of clients, in
addition to a reduction in direct labor costs.

Selling, general and administrative expenses

Selling, general and administrative expenses decreased by $29,000, or less than 1%, from
$12,426,000, or 52.2% -of revenues in 2000 to $12,397,000, or.55.8% of revenues in 2001. In
2001, seiling, general and administrative expenses included approximately $169,000 in negative
effects related to the events of September:11, 2001. In 2001, the Company recorded an accrual
of $228,000 for restructuring under -a Severance Plan. The decrease in selling, general and
administrative expenses in terms of .dollars was due primarily to reductions in general expenses
in response to cost containment measures-that began in the second quarter of 2001. Specifically,
there were decreases in travel and entertainment expenses, computer supplies, hiring fees, due to
the reduced usage of outside agencies, and professional fees, offset by increases in bad debt
expense sales literature and copler rentals.

Durmg 2001 the Company mcurred losses whlch were included in selling, general and
administrative expenses, of $169,000 as a result of the events of September 11, 2001. These
losses were related to the recording of additional reserves on receivables and incremental staffing
costs necessary to maintain service to clients during the week of September 11, 2001.

Interest income and expense

In 2001, the Company earned $49,000 in interest income, which decreased from
$119,000 in 2000. The decrease in 2001 was a result of lower cash balances throughout 2001,
coupled with interest rates reduced from the prevmus years :

Interest expense in 2001 was $246,000, whxch was a decrease from $336,000 in 2000.
The decrease was a result of the reduction in outstanding debt in 2001 as compared to previous
years. In the third quarter of 2000, the Company reduced its interest expense by replacing a
portion of its Senior Subordinated Notes with a Term Note bearing a lower interest rate.
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Opérating (Loss) Income

The Company’s operating loss was $1,148,000 in 2001, compared to $753,000 in 2000,
. > .-an-increase.in loss of $395,000. The increased loss was primarily related to the effects of the
-weakened economy and the effects of the events of September 11, 2001.

Income Taxes

The $400,000 income tax benefit for the year ended December 31, 2001 represents 29.7%
of pre-tax loss. The income tax benefit was lower than the statutory rate due primarily to
-expenses, such as meals and entertamment expense and non-deductible goodwill, which are not

--deductible for tax purposes L :

The $323, OOO income tax beneﬁt for the year ended :‘December .31, 2000 represents
38.9% of pre-tax loss.

a Segmenf Reportmg-

The Company operated in two segments during 2002, 2001 and 2000. Segment data,
which is useful in understandmg nesu]ts is as follows:

Years Ended December 31, |

‘ - (in thousands) . -
2002 2001 2000
Revenues ' v T
QCS, including LAD $ 18,624 $ 19,414° .. § 19,930
SCRG 2,204 2,801 . 3,870
Total revenues $ 20,828 $ 22215 $ 23,800
QOperating (loss) income o s
QCS, including LAD $ 4,127 $ 4,429 £ 4,545
SCRG (99) (314) (58
Segment operating income. e e o oo 4,028 . . 4,115 4,487
" Corporate and other (1) L ' ~ (5,035) ~ (5,263) (5,240)
Operating loss =~ o ' - $ (1,007) ~§ (1,148) "% (753)
Depreciation and amortization B L
QCS, including LAD $ 460 5 539 $ 583
SCRG o 59 66 . 68
Total segment depreciation and amortization ~ = -+ - S 819 e 605 T T 651
Corporate and other 420 482 459
: - - Total depreciation and amortization .-~ - - = -~ . . . §-;. 939 .- . § 1,087 $ L110
Total Assets A o ‘ S : R
QCS, including LAD Lo o ¢ 3,161, - % 2871
SCRG - 5 T T 467 - 315
Total segment assets : _ S 3,628 3,186
Corporate and other 5,910 7,506
Total assets _ _ $ 9,538 $ 10,692
Capital Expenditures o : S ST e e S
QCS, including LAD $ 134 5 119 $ 160
SCRG . L A 3 5 30
Total segment capital expendxtures . ‘ 137 124 190
Corporate and other - g : - 320 180 380
Total capital expendltures S - $ . 457 . % 304 $ 570
) Includes certain direct costs and selling, general and admmlstranve expenses not attributable to a single segment.
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Quarterly Fmanclal Data

.

The followmg table sets forth selected quarterly dala for the years ended December 31,
2002 and 2001 (in thousands,-except per share data). The operating results are not indicative of
results for any future period.

(Loss)
- .-:_:-income S T A
wbefore: .. . - «Loss) -
' .z ouprovision - - vowocwc . income - {Loss)
Operatmg (benefit) for - wieimo cperd.  income
B (loss) income Net (1oss) share:  per share:
-+« Quarter ended -~ . ‘Revenues  income . . - -taxes . -~»-incom'e' basnc diluted

March31,2002 $ 5044 § (674 § (674 $ (473) $ ©. 05) $ (0.05)

June 30, 2002 5,226 (239) (267) (186)  {0:02): "= (0.02)
September 30
.2002 ‘ C 5,209 o w3 o 79 T 55 0001 0.00
December 31, T T S T it
) 2002 S 5,349 207y - (600)  (520)  (0.05) - {0.05)
, .Ma.rch 31 2001 $§ 6,123 § - 78 § 24 § 18 & 000 § 0.00
-+ June 30, 2001 5,753 (143) (191 (143) 0.02) = .(0.02)
September 30, . A IR
2001 5,381 {268) (323) (213) 0.03) - (0.03)
December 31, o .
2001 4,958 (815) (855) 607) . (0.08) {0.08)

In the fourth quarter of 2002, the Company recorded a charge to operations of $315,000
to write-down the carrying value of its preferred shares of idealab! In the fourth quarter of 2002
and 2001, charges related to severance costs of $147,000 and $228,000, respectively, were
tecorded. ~  Also; approximately $80,000 was recorded related to bonus and commission
arrangements at December 31, 2002. : ST T e

- Financial Condition, qumdlty and Capital Resources ..

N Hlstoncally, the Company’s primary sources of hquldlty and’ capltal resources have been

cash flow from retainer accounts (including prepaid retainer fees from clients) and borrowings.
Cash balances were $968,000 and $1,951,000 at December 31, 2002 and 2001, respectively. The
Company’s working capital position (current assets, less current liabilities) at December 31,
2002 was $1,433,000, as compared to $1,352,000 at December 31, 2001.

Cash provided by (used in) operating activities was $(677,000), $299 000 and $(690 000)
m the years ended December 31, 2002, 2001 and 2000, respectively. -

- Cash used in investing activities was $319,000, $167,6060 and $433,000_in the years
ended December 31, 2002, 2001 and 2000, respectively. Capital expenditures during 2002 and
2001 were mainly for computer hardware upgrades and leasehold. improvements. Capital
~ expenditures for the migration of the Company’s 10-year-old management information system to
- -a new computer:system platform were a significant component ‘of the amounts invested in 2000.
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.o+ - Totalcapital-expenditures were $457,000, '$304,000 and $570,000 in the years-ended December
s 231, 2002, 22001 and 2000, respectively. - “During-the year ending December 31, 2003, the
-, z:»Company -expects to spend approximately $500,000 for capital :items, ‘the major portions of
.-~ ~which..will . be used for computer hardware and software upgrades and- for leasehold

u'nprovements o R : »

. Cash provxded by (used m) ﬁnancmg actrvrtres was $13 000, $918 000 and ($72,000) in
the years ended December 31, 2002,.2001 and 2000, respectlvely In 2001, the ‘most significant
item was the net proceeds obtained from the issuance of shares of common stock for $1,443,000.
In 2000, the:most significant items related to the early repayment of debt,- which were otherwise

L .due in installments in the years 2001.and 2002. In connection with the repayment of such bank

borrowings, the bank released two $1,000,000 standby letters of credit that had been provided by
a shareholder SVP S.A.

- In ]February 2002 the Company entered mto a ﬁnancmg arrangement with JP Morgan

Chase Bank providing for a term note (the “Term Note™) in the pnncrpal amount of $2,000,000.
The Term Note bears interest at prime plus 1.25%, and is payable in quarterly installments
. ‘beginning March 31, 2002. ‘As of December 31, 2002, there was $1,600,000 outstanding on this
. Note, of which $400,000 is- classrﬁed as current. . Interest expense related to this note amounted

. . 10 $94,000 for the year-ended December 31, 2002 The.Term. Note contams certain restrictions

‘on the conduct of our business, mcludmg, among other things, restrictions, generally, on
incurring debt, making investments, creating or suffermg liens, tangrhle net worth, cash flow
-+ coverage, or, completmg mergers R v e :

| The proceeds from the February 2002 Term Note were used to repay the $1 100,006
balance on its $1,400,000 Term Note, due June 30, 2005, and to repay the remammg balance of
. ;$475 000 .0n certain outstandmg senior subordinated notes. . ,

The Company mamtams a $1 000 000 lme of credlt w1th JP Morgan Chase Bank (the
“Line of Credit”). Interest on the unpaid balance of the Line of Credit is at JP Morgan Chase
‘Bank’s prime commercial lending rate plus one-half percent. “The Line of Credit is renewable
annually, and was initially put in place on December 30, 1999. In July 2002, we accessed
..$1,000,000 under. the Line of Credit, of which approximately $824,000 was used to acquire
approximately 3% of the outstanding shares of common stock of a publicly traded research and
consulting company. The Company consulted with, and obtained the consent of, JP Morgan
'Chase Bank with respect to this transaction. The Company sold all of its holdings in this
publicly traded research and consulting company, and the proceeds approximated the carrying
value of these securities. The proceeds from the sale of thesesecurities were ‘used-to repay -

" $824,000 of the balance outstanding on ‘the Line of Credit. As of Deécember 31, 2002,°$176,000

remains outstanding. The Line of Credit contains certain restrictions on the conduct of our
~ business, including, among other things, restrictions, generally, on incurring debt, and creating or
suffering liens.

The Company’s Term Note and Line of Credit are secured by a general security interest
in substantially all of the Company’s assets. In May 2002, JP Morgan Chase agreed to lower the
minimum tangible net worth covenant in the Term Note agreement to $3,500,000, and the

~ ~waived the prior covenant at the March 31, 2002 report:date. In March 2003, JP Morgan Chase

:agreed to waive the prior cash flow coverage covenant for the twelve-month penod ended
December 31, 2002. ~

On April 1, 2003, the Company amended and restated: (i) its term Note with JP Morgan
Chase Bank, in the principal amount of $1,500,000 and (ii) its line of credit with JP Morgan
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- Chase Bank in the principal amount of $1,000,000. These amended and restated agreements had

- the effect of reducing the term Note principal amount from $2,000,000 to $1,500,000, reﬂectmg
-+ - :ithe current outstanding balance. *The final repayment date of the term Note has been-moved up-
:from December 31, 2006 to December 31, 2005. As a result, the:.Company will have a $500,000
balloon payment due at December 31, 2005 instead of making payments of $100,000 each
quarter in 2006. In addition, JP Morgan Chase Bank consented to the Company’s acquisition of

- Guideline ‘and -the related financing ‘transactions with.Petra, and amended various financial

: eovenants of both the term Note and lme of credlt as follows

e 1) ‘The - previous Debt to° Consohdated Tanglble Net Worth Covenant -of 200 was
SR replaced with a Senior Debt to Consohdated Tanglble Net Werth plus Subordmated
S " Debt covenant of 0.75; and

2) The previous Consolidated Tangible Net Worth covenant of $3,560,000 was replaced
“with a Consohdated Tanglble Net Worth plus Subordmated Debt covenant of
$3 300, 000

As a result of these ﬁnanmal covenant amendments and the consent by JP Morgan Chase,
- the Company believes it was in compliance with all of its loan agreements with JP Morgan
" Chase upon the closing of the Company s acqutsmon of Guldelme and its related ﬁnancmg with
PetrzL
The Company believes that cash generated from operations, the proceeds from its Term
Note and Line of Credit with JP Morgan Chase and its cash and cash eqmvalents will be
sufﬁcxent to fund our’ operatlons for the foreseeable ﬁ.tture

The following summarizes the Company’s financial- obhgatxons and their expected
maturities, and the effect such obhgattons are expected to have on hqmdity and cash flow in the

~per10ds mdtcated
As of December 31, 2002
, (in thousands)
]Lessthanl _ o

. Total year  1-3years = After3

, : years
- Notes payable o $ 1,806 § @ 606 § 1,200 $.. -
_,Longtermleasecomrmtments . 2,032, . . 83 . . 1279 . -
‘Deferred compensation . . 441 . - - . 441
$ 4379 § 1,459 § 2479 $ 441

Inflation
The Cempany has in the past been able to increase the price of its products and services

suﬁicxently to offset the effects of inflation on direct costs, and anticipates that it will be able to
do so in the future.
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Cratlcal Accountmg Policies

Our management s d1scussxon and analysrs of ﬁnancnal condmon and ‘results of
operations are based on our consolidated financial staternents, which have been prepared in
~accordance with U.S. generally accepted accounting principles. - Our preparation of our financial
statements requires us to make estimates and judgments that affect reported amounts of assets,
liabilities and revenues and expenses. On an ongoing basis, we.evaluate our estimates, including

.. those related to allowances for doubtful accounts, restructuring, useful lives of property, ‘plant

-and -equipment and intangible "assets, income-tax valuation. allowances and other ‘accrued

. .-expenses. We base our estimates -on_historical -experience and on various.other assumptions,

‘which we believe to be reasonable under the circumstances, the results of which form the basis
for making judgments about the carrying value of assets and liabilities that may not be readily
apparent from other sources. Actual results may differ from these estimates under different
assumptions and conditions. We have identified the accounting pollcxes below as critical to our.
- business operations and the understanding of our results of operations. - -

. Income Taxes

. Income taxes are accounted for under the asset and habrhty method Deferred tax assets

-and liabilities are recognized for the future tax consequences attributable to differences between
the financial statement carrying amounts of existing assets and liabilities and their respective tax
 basis and. operatmg losses and tax credit carryforwards.. Deferred tax assets and liabilities are

.. measured using currently enacted tax rates. The effect on deferred tax assets and liabilities of a

change in tax rates is recognized.in income in the period that includes the enactment date. The
Company has tax loss carryforwards that have been recognized as assets on its balance sheet.

These assets are subject to expiration from 2012 to 2022. Realization of the net deferred tax
-assets is dependent on future reversals of existing taxable temporary differences and adequate
future taxable income, exclusive of reversing temporary differences and carryforwards. In 2002,

after the Company performed an analysis of its deferred tax assets and projected future taxable
income, a valuation allowance was provided for certain state and local carryforward tax
’operatmg loss assets, as the Company determined that it was no longer more likely than not that
~ such assets would be realized during the carryforward period. It is reasonably possible that
future valuation allowances will need to be recorded if the Company is unable to generate:
sufficient future taxable income to realize such deferred tax assets durmg the carryforward
- period. Although reahzatlon is not assured, management beheves that it is more likely than not
~ that the deferred tax assets will be realized. o - .

Non-Mq_rl_ceth;_le ,Equrty S_ecur:ztzes‘

‘_ The '}a)re'ferredi shérev'securvities in ideeleb! are an investment in a start-up enterpkr'is'e.‘ It is
reasonably possible in the near term that the Company’s estimate of the net realizable value of
the preferred shares will be less than the carrying value of the preferred shares.

New Accounting Pronouncements
Accounting for Asset Retirement Obligations

In July 2001, the FASB 1ssued SFAS No. 143 “Accountmg for Asset Retuement
Oblrgatlons” which w111 be adopted by the Company as of January 1, 2003. This standard
~ addresses issues associated with the retirement of tangible long-lived assets. The Company does
not believe that there will be any impact on its consolidated financial position and results of
operations that will result from the adoption of this standard.

21




Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement No 13, and
~Technical Correctzons ‘ .

In Apnl 2002 the FASB 1ssued SFAS No. 145, “Rescission of FASB Statements No. 4,

44, and 64, Amendment of FASB Statement No. 13, and Technical Corrections”. The Company
elected to.early adopt the provisions of this omnibus statement, which makes changes to several
existing authoritative pronouncements to make technical corrections, to clarify meanings, or to
describe their applicability under changed conditions. The adoption of this standard did not

- -affect.the current financial position or results of operations-of the Company. Adoption of the

- standard caused the loss on repayment of debt that occurred in the year ended December 31,
2000 to be reclassified as interest” expense on the statement of operatnons from its prior
presentatlon as-an extraordmary item.

Accounting for Costs Assoczated wzth Exit or Disposal Activities -

In July 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated with
Exit or Disposal Activities”. SFAS No. 146 supersedes Emerging Issues Task Force Issue No.
94-3, “Liability Recognition for Certain Empioyee Termination Benefits and other Costs to Exit
an Activity (including Certain Costs Incurred in a Restructuring).” SFAS No. 146 requires that
costs associated with an exit or disposal plan be recognized when incurred rather than at the date
of a commitment to an exit or disposal plan. SFAS No. 146 is to be applied prospectively to exit
or disposal activities initiated after December 31, 2002. Management believes that the adoption
of this standard will not have an impact on the Company’s reported ﬁnanc1a1 posmon or results
of operations, as treatment of this standard is prospectlve '

Accounting for Stock-Based Compensatzon ~ Transition and Disclosure — an Amendment of
FASB Statement No. 123 *

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based
-Compensation — Transition and Disclosure — an Amendment of FASB Statement No. 123.” This
statement amends SFAS No. 123 by providing alternative methods of adopting the fair-value
method of accounting for stock-based compensation, if an entity elects to discontinue using the
intrinsic-value method of accounting permitted in Accounting Principles Board (APB) Opinion
No. 25. One of these adoption methods, under which a prospective adoption of the fair-value
method would be permitted without the need for a cumulative restatement of prior periods, is
only available to the Company if adopted in 2003. The statement also amended with immediate
effect certain disclosure requirements of SFAS No. 123 which the Company adopted as of
December 31, 2002. Management continues to study whether it will continue to account for
stock-based compensation under APB No. 25 or whether it will adopt SFAS No. 123 as
amended. ,

Commitments and Contingencies

In March 2003, the Company became aware of a lease modification agreement from 1992
related to its primary offices at 625 Avenue of the Americas that differs from a second lease
modification agreement signed by the same parties also in 1992. The lease modification
agreement that the Company believes to be in effect has been consistently disclosed and used to
account for this operating lease since 1992. These two agreements are dated within two days of
each other. The significant difference between the terms of the documents are that the newly
discovered document indicates :a lease expiration in June 2004, one year prior to the June 2005
expiration date in the agreement that the Company believes to be in effect. The Company has
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\ ‘requested .its landlord to investigate their files, however, this investigation remains incomplete
_ and accordingly no determination as to which agreement is definitive has been made. The
+.,0.".-Company believes that the agreement. it has consistently. relied upon.and-which expires in June
- 2005 is the governing agreement. - Based upon review of the documents that have been located,
: ,"outsxde counsel has advised the Company that -a reasonable basis exists for the Company's

" position. : .o

If the newly discovered document is determined to be the definitive agreement, as of

December 31, 2002 the Company would be obligated to write-off approximately $310,000 of the

.~ Fental asset. recorded on its balance sheet, which -would cause- an .after-tax reduction to
shareholders equity of approxunately $210,000. =

'- ~Forward-ILookmg Statements S

' In this report, and from time to tlme we may make or pubhsh forward-looking statements
_relating to such matters as anticipated financial performance business prospects, technological
““developments, new products, and similar matters. Such statements are necessarily estimates
reflecting management's best judgment based on current ‘information. The Private Securities
. Litigation Reform Act of 1995 provides a safe harbor for forward-looking statements. Such
"~ ¥ statements are usua]ly identified by the.use of words or phrases such as “believes,” “anticipates,”

" ““expects,” “estnnates " “planned,” “outlook,” and “goal.” Because forward-lookmg ‘statements
" involve risks and uncertainties, our actual results could differ materially. In order to comply with
the terms of the safe harbor, we note that a variety of factors could cause our actual results and
experience to differ materially from the anticipated results or other expectations expressed in
forward-looking statements. ‘While it is impossible to identify all such factors, the risks and
~ uncertainties that may affect the operatlons performance and results of our busmess include the

' followmg

Factors That Could Affect Our Future Results
“We are dependent on client renewals of our refainer-based services,'

We derived approximately 90% of our total revenues in 2002 from QCS, our retainer
business. In the year ended December 31, 2002, QCS experienced an 8.6% decrease in retainer
clients, and a 4% decrease in holders of its Membership Card. We may not be successful in
maintaining retainer renewal rates or the size of its retainer client base. Also, the Company's
ability to renew retamer accounts is subJect to a number of nsks mcludmg the following:

e “We may be unsuccessful in dellvenng consnstent hlgh quahty and timely analysis
and advice to its clients.

s  We may not be able to hire and retain a large and growmg number of highly talented

professionals in a very competitive job market. -

» We may be unsuccessful in understandmg and ant1c1patmg market trends and the

changing needs of its clients.

e  We may not be able to deliver products and servxces of the quality and timeliness to

withstand competition. S :

If the Company is unable to -successfully maintain its retainer rates or sustain the
necessary level of performance, such an inability could have a material adverse effect on the
Company's business and financial results, which may require us to modify our business
objectives or reduce or cease some of products and services that we offer.
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- We-are dependent on the revenue we receive from non-recurrmg SCRG engagemems.

B The Company denved approxxmateﬁy 10% of its revenues dm‘mg the year - ended
“'Decembea' 31, 2002, from SCRG. The Company -currently anticipates-growth in revenues from

- SCRG as projected demand increases for projects-of longer duration and complexity. SCRG

engagements vary in number, size and scope and typically are project based and non-recurring.
The Company's ability to replace completed SCRG engagements mth new engagements is
; sub]ect toa number of risks, mcludmg the followmg

e We may be unsuccessful in delnvenng consxstent, hngh qualnty and tunely eonsultmg
services to its clients.
e  We may not be able to hire and retain a Earge and growmg number of hlghly talented
professionals in a very competitive job market. ~
¢ We may be unsuccessful in understandmg and axmenpaong market trends and the
s f_'ohangmg needs of its clients.
e "We may not be able to dehver consulung semces of the qualnty a.nd nmehness to
e v.\mthstand competmon .

T If the Company is not able to replace compieted SCRG engagemems ‘Wlth new
"‘fengagements such an inability could have a material adverse effect on the .Company's business

" and financial results, which ‘may require us to modlfy our busmess objecnves or reduce or cease

_'some of pmducts and semces that we offer

) ‘O‘ur operatmg results are subject to potenttal ﬂuctuatwns beyo‘nd our &)ﬁifol. o

‘The Company’s operatmg results vary from quarter to quaner The Company expectts
future operating results to fluctuate due to several factors, many of which are out of the
Company's control: , , o r
¢ The dlspmpomonately large portion of our QCS retainers that expire in the fourth

quarter of each year.
- The level and timing of renewals of retainers of our. QCS services.
®  The mix of QCS revenue versus SCRG revenue. :
The number, size and scope of . SCRG engagements in whxeh the Company is
engaged, the degree of completlon of such engagements, and the Company s abnllty
-to complete such engagements. . ..
The timing and amount of new busmess generated by the Compa.ny
e . The timing:of the. development, mtroducuon, -and markeﬁng of .new products and
services and modes of delivery. .
®  The timing of hiring consultants and corporate sales personnel
e Consultant utilization rates and specifically, the accuracy of estimates of resources
required to complete ongoing SCRG engagements. . :
Changes in the spending patterns of the Company's clients.
e The Company's accounts receivable collection expenence
o Competitive conditions in the industry.

Due to these factors, the Company. believes period-to-period comparisons of resulits of

operatlons are not necessarily meaningful and should :not be relied upon as an indication of
- future results of operations. :
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We -may not be-able to timely respond to rapid changes -in-the market or the needs of our
cltents

-The Compéniy's success depends in part -upon its ability to-anticipate rapidly changing
market trends and to adapt its products and services to meet the changing reeds of its clients.
Frequent and often dramatic changes, mcludmg the followmg, charactenze the” Company s
mdustry Lo : - -

) Introductlon of new products and obsolescence of others -

- Changing client'demands concemmg the marketmg and dehvery of the Companys
- products-and services

-« . This environment of rapid and continuous change presents significant challenges to the
Company's ability to provide its clients with current and timely analysis and advice on issues of
importance to them: The Company commits substantial resources to meeting these challenges. If

. .- the Company fails to provide insightful timely ‘information in a ‘manner that meets changing

. market needs, such:a failure couid have a’ matenal and adverse effect ‘on"the Company s future

ioperatmgresults R
| We are de}pendent on our abtlzty fo attract and retain qua[ ﬁed personnel.

The Company needs to hire, train and retain a significant number of additional qualified
employees to execute its strategy and support its growth. In particular, the Company needs
trained consultants;-corporate sales specialists, and product development and operations staff.
The Company continues to experience intense competition in recruiting and retaining qualified
-employees. The -pool of experienced candidates is small, and the Company competes for
. -qualified -employees against many companies. If the Company is unable to successfully hire,
retain, ‘and motivate a sufficient number of qualified employees, such an mablhty w111 have a
material adverse effect on the Company's business and financial results. e

We face severe competition.

. The consulting industry is extremely competitive. The Company competes directly with
.other independent providers of similar services and indirectly with the internal staffs of current
and prospective client organizations. The Company‘also competes indirectly with larger
electronic and print media companies and consuiting firms. The Company's indirect competitors,
-many of which have substantially greater: financial, -information -gathering -and marketing

““.tesources than the Company, could choose to compete - dxrectly -against- the Company -in the

'future

The Company's market has few barriers to entry. New competitors could easily compete
against the Company in one or more market segments addressed by the Company's QCS or
SCRG  services. The Company's current and future competitors may develop products and

_'services that are more effective than the Company's products and services. Competitors may also
-produce their products. and services at less cost and market them more effectively. If the
‘Company is unable to ‘successfully compete against existing or“new competitors, such an
-inability will have a material adverse effect on the Company s operatmg results and would likely
result in pricing: pressure and loss of market share
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We may not be successful in the development and marketing of new products or services.

The Company's future success depends on its ability to develop or acquire new products
- and services that address specific ‘industry and -business sectors.and changes in client
requirements. The process of internally researching, developing, launching and gaining client
acceptance of a new product or service is inherently risky and costly. Assimifating and marketing
an acquired product or service is also risky and costly. Currently, the Company has formed
several strategic alliances with other information providers and various business associations in
~order to expand its client base and allow for the rollout of a new service continuum. If the
.Company is unable to develop new products and services or manage -its strategic investments,
such inabilities could have a material adverse effect on the Company's operating results.

We are dependent on key personnel, the loss of any may adversely gffect tize Conmany.

- The Company rehes and w111 ccntmue to rely, in large part on us key managemem,

, ,researcb, consulting, sales, product development and operations personnel.-The Company's
success in part depends on its ability to. motivate and retain highly qualified employees. If any
members of the Company’s Operating Management Group, which, at the time of the filing of
this Report, includes the CEQ, President, CFO and two other Senior Vice Presidents, leave the
Company, such loss orlosses could have a material adverse effect on the Company.:

Risk of pmduct pricing. lmutmg potenttal market.

. The Companys pncmg strategy may hmlt the potenual mafket for the Company’s QCs

- ,and SCRG services to substantial commercial and governmental entities. As .a'result, the

 Company may be required to reduce prices for its QCS and SCRG services or to introduce new

products and services with lower prices or offered for free over the Internet in order to expand or

_. maintain its market share or broaden its addressed market. These actions could have a material
adverse effect on the Company's business and results of operations. R

We may not be abie to effectively manage our growth.

- Growth places significant demands on the Company's management, -administrative,
operational and financial resources. The Company's ability to manage growth, should it continue
to. occur, will require the Company to continue to improve its systems and to motivate and
effectively manage an evolving workforce. If the Company's management is unable to
effectively manage a changing and growing business, the quality of the Company’s products, its
retention of key employees, and its results of operations.could be materially adversely affected.

Any acquisitions that we attempt or complete could prove difficult to integrate or require @
substantial commitment of management time and other resources. '

As part of its business strategy, the Company locks to buy .or make' investments in
. complementary businesses, products and services. If the Company finds a business it wishes to
.acquire, the Company could have difficulty negotiating the terms of the purchase, financing the
purchase, and integrating and assimilating the employees, products and operations of the
acquired business. Acquisitions may disrupt the ongoing business of the Company-and distract
management. Furthermore, acquisition of new businesses may not lead to ‘the successful
development of new products, or if developed, such products may not achieve market acceptance
or prove to be profitable. A given acquisition may also have a material adverse effect on the
Company's financial condition or results of operations. In addition, the Company may be
required to incur debt or issue equity to pay for any future acquisitions.
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. - We are vulnerable to volatile market. condttmns

‘The market prices of our common stock have been highly volatrle The market has from

- .- time to time experienced significant .price :and ‘volume fluctuations that are unrelated to the

-« - operating performance of particular companies. Please see the table contamed in Item 5 “Market

... . for Registrant’s Common Equity and Related Stockholder Matters” .of Part II 'of this Report

l whrch sets forth the range of hlgh and low brds of ;our common : stock for the calendar quarters
indicated. i L _ QY L ST :

;__We do not expect to pay dtwdends on .our-common stock in lthe foreseeabie future. o

A Although our shareholders ‘may receive. d1v1dends if, as and ‘when declared by our board

ao of drrectors, ‘we. do:not intend to - pay :dividends -on our common stock in the foreseeable future.

Therefore, you should not purchase our common stock 1f you need unmedrate or future income
;:ﬂ-by way of: drvrdends from your mveshnent L

A Our Comman Stock s sub]ect to rules regardmg ‘?Jenny stocks” whzch may q[fect tts ltqtudtty
In Apnl 2001 due to 1ts fallure 1o comply with’ NASDAQ s minimum bld price, our

Common Stock was dehsted from the NASDAQ and is now traded on the OTC Bulletin Board.

.- -.Because the ‘trading price :0f our common stock is currently below $5.00 per share, trading is
subject to certain other rulesof :the :Securities Exchange Act of 1934. Such rules require
additional disclosure by broker-dealers in connection with any trades involving a stock defined

a "penny stock." "Penny stock"is defined-as any:non-Nasdaq equity security that has a market
price of less than $5.00 per share, subject to certain exceptions. Such rules require the delivery of

~ .adisclosure schedule explaining the penny stock market and the risks asso¢iated with that market
before entering into any penny stock transaction. Disclosure is also required to be made about
compensation payable to both the broker-dealer and the registered representative and current
‘quotations .for thesecurities. -‘The rules-also impose various sales practice requirements on
broker-dealers who sell penny stocks to persons other than established customers and accredited
investors. For these types of transactions, the broker-dealer must make a special suitability
determination for the purchaser and must receive the purchaser's written consent to the
transaction prior to the sale. Finally, monthly statements are required to be sent disclosing recent
price information for the penny stocks. The additional burdens imposed upon broker-dealers by
such requirements could discourage broker-dealers from effecting transactions in our Common
Stock. This could severely limit the market liquidity of our Common Stock and your ability to
sell the Common Stock.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

The Company's primary exposures to market risks include fluctuations in interest rates on
its short-term and long-term borrowings of $1,806,000 as of December 31, 2002 under its credit
facility. Management does not believe that the risk inherent in the variable-rate nature of these
instruments will have a material adverse effect on the Company's consolidated financial
statements. However, no assurance can be given that such a risk will not have a material adverse
effect on the Company's financial statements in the future.

As of December 31, 2002, the outstanding balance on all of the Company's credit
facilities was $1,806,000. Based on this balance, an immediate change of one percent in the
interest rate would cause a change in interest expense of approximately $20,000 on an annual
basis. The Company's objective in maintaining these variable rate borrowings is the flexibility
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obtained regarding early repayment w1thout penalties and lower overall cost as compared with
ﬁxed-rate bon'owmgs

In July 2002 the. Company borrowed $1 000 000 under ‘its Eme of credit, of which
- apprommately $824,000 was -used to acquire approximately 3% of the cutstanding common
- shares of a publicly traded research and consulting company. As a result, the- Company’s total

N outstanding debt increased as-compared to December 31, 2001, which -has increased the

Company’s exposure to interest rate market risk. The Company consulted with, and obtained the
consent of, its lender with respect to this tramsaction. In September and October 2002, the
Company sold its shares of a publicly traded research and consulting company-for approximately
$824,000. These proceeds were used to pay down a portion of this line of credit. As of
.. December 31, 2002, approximately $176,000 was outstanding under this line." Interest expense
L ;related to this note amounted to approxxmaiely $20 000 for the year ended December 31 2002.

Except as set forth in the precedmg paragraph, there has been no matenal change in the
Company’s assessment of its sensitivity to market risk as of December 31, 2002, as compared to

- the information :included in Part II, Item 7A, “Quantitative and Qualitative DisclosuresAbout

Market Risk”, of the Company’s Form 10-K for the year ended December 3]1 2001, as filed with
the Secumtnes and Exchange Commission on- Apnl 1, 2002 o

iy

- The Company does not mvcst or U'ade in any derxva‘hve ﬁnancaal or commodlty
mstrumems ‘nor does it.invest in amy forelgn ﬁnancnal mstruments :

Item 8 Fmancla! Sﬁatements and Supplememtary Data

L The ﬁnancnal statements are. submmed in a separate sechom of tms report on pages F-1
tbmugh F-27. - . : ,A

,. .Item 9 Cﬂlanges in and Dusagreements with Accountants on Accountmg and Fmancxai
Disclosure . - A : : v :

None.» :
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PART I

" Item 10. Directorsand Executive Officers of the Registrant . <7 . .0 °

Other information required ‘by Item 10 including -information regarding -directors,
appearing under the captions "Election of Directors" and “Other Matters” of the Company's
‘proxy statement for the 2003 Annual Meeting of Stockholders -is incorporated herein by

reference. The proxy statement is anticipated to be filed with the Commission on or about April
30, 2003.

Item 11. Executive Compensation

The information - required - by Item -11 -appearing . under ‘the .caption “Executive
Compensation” of the Company's proxy statement for the 2003 Annual Meeting of Stockholders
is incorporated herein by reference. .The proxy statement 1is antxc1paxted to be filed with the
Commission on or about Apr11 30, 2003. .

Item 12. Security Ownership Of Certaln Beneﬁclal Owners ‘And Management

The information required by Item 12 appeanng under ﬂhe captlons “Executive
Compensation - Equity Compensation ‘Plans™ and “Security Ownership of Certain Beneficial
Owners and Management” of the Company's proxy statement for the 2003 Annual Meeting of
Stockholders is incorporated herein by reference. The proxy statement is anticipated to be filed
with the Commission on or about April 30, 2003. :

Item 13. Certain Relationships and Related Transactions

The information required by Item 13 appearmg under the captlon “Certa.m Relatwnshxps
and Related Transactions” of the Company's proxy statement for the 2003 Annual Meeting of
Stockholders is incorporated herein by reference. The proxy statement is anhcnpated to be filed
with the Commission on or about April 30, 2003. SN

Item 14. Disclosure Controls and Procedures

Within 90 days prior to the filing of this report, an evaluation was performed under the
supervision and participation of the Company’s management, including the Chief Executive
Officer and Chief Financial Officer, of the effectiveness of the design and operation of the
Company’s disclosure controls -and procedures.--Based on that evaluation, the Company’s
" managemient, including the Chief Executive Officer and Chief Financial Officer, concluded that
the Company’s disclosure controls and procedures were effective.

There have been no significant changes in- the. Company’s internal controls or in other
factors that could significantly affect internal controls subsequent to the date of their evaluation.
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PARTIV

Item 15. Exhibits, Financial Statement Schedules:and Reports on Form 8K
(a) The followmg documents are ﬁ}ed as part of thns report

R e) Fmamcnal Statements -
‘ - . "Location .

In 10-K

Report of independent auditors S R b

' Censohdated balance sheets December 31 2@02 and 2000 - - F-3

- Consohdated statements of operatlons Years ended : : ' '

December 31, 2002, 2001 and 2000 - - 0 .F4
Consolidated statements of changes in stockholders' equity < <+ - - =
Years ended December 31 2002 2001 and 2000 F-5
e ‘comsolldated statements of ca.sh ﬂows Years ended o

: ~‘:Decemher 31, 2002 2001 and 2000 i L F-6

Notes to consohdated financial statemems Lo e F-7

(2) F mancaal Statement Schedule
See Schedule H of thlS Form 10-K

(b) Reports on Form 8-K
No reports on Form 8-K were ﬁled dunng the quarter ended Deeember 31 2002

() Exhlbtts _ 7
. Exhibit Number . Description of Exhibit
BE - N ) :h-Certlﬁcate of Incorporatlon of the Company (incorporated by

, ;reference to the Company's Reglstratmn Statement on Form S-18
{Reg. No. 33- 8634-NY) which became effective with the Securities
and Exchange Commission on October 31, 1986)

32 - Certificate of Amendment:of Certificate of Incorporation of the
2 - Company (incorporated by reference to the Company's Registration
Statement on Form S-18 (Reg. No. 33-8634-NY) which became
effective with the Securities and Exchange Commission on October
31, 1986)

33 Certificate of Amendment of Certificate of Incorporation of the
Company (incorporated by reference to the Company's Registration
Statement on Form S-18 (Reg. No. 33-8634-NY) which became
effective with the Securities and Exchange Commission on October
31, 1986)
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34 v Certificate of Amendment of Certificate of Incorporation of the
st i Company (incorporated by reference to the Company’s Definitive
‘:PrOxy"‘Statement,’filed on May 2,:1995)

3 o Certlﬁcate of Amendment of Certificate of Incorporation of the

Company (mcorporated by reference to the Company’s Definitive
_‘Proxy Statement, ﬁled on May 13,1998)

o 36 ‘ “ - o Certlﬁcate ‘'of Amendment of Certificate of Incorporation of the
' Company (incorporated by reference to the Company’s Definitive

Proxy Statement, filed on May 27, 1998)
3‘."11 T " Certificate of Amendment of Certificate of Incorporation of the
.= I . . .Company.(incorporated by reference to the Company’s Definitive
- . Proxy Statement, ﬁled on May 10, 2002)

38 By—laws of the Company (incorporated by reference to the

- = il «iCompany's Form 10-K-filed for the year ended December 31, 1987)
3f_9_ - o Amendment to the By-laws of the Company (filed herewith)

4.1 o Specunen of the Company s Common Stock Certificate

- (incorporated by reference to the Company's Registration Statement
" onForm S-18 (Reg. No. 33-8634-NY) which became effective with
t.he Secunnes and Exchange Commission on October 31, 1986)

10.1 o License Agreement, dated October 11, 1971, between the Company
' " and SVP International (mcorporated by reference to the Company's
_Reglstranon Statement on Form S-18 (Reg. No. 33-8634-NY)
" which became effective with the Securities and Exchange
Commission on October 31, 1986)

102 = ~ Amendment to License Agreement, dated March 23, 1981, between
‘ “the Company and SVP International (incorporated by reference to
" the Company's Registration Statement on Form S-18 (Reg. No.
33-8634-NY) which became effective with the Securities and
Exchange Commission-on October 31, 1986) ‘

103 - Amendment to License Agreement, dated November 21, 2001,

between the Company and SVP International (filed herewith)
10.4  Lease, dated March 15, 1995, between Urbicum Associates, L.P.

~ and the Company, related to premises on 4th floor at 641 Avenue of
~ the Americas, New York, NY (incorporated by reference to the
‘Company’s Form 10-K filed for the year ended December 31, 1994)

10.5 - . Lease, dated December 15, 1986, between Chelsea Green
. Associates and the Company, related to premises at 625 Avenue of
the. Americas, New York, NY (incorporated by reference to the
Company's Form 10-K filed for the year ended December 31, 1992)

10.6 The Company’s 401(k) and Profit Sharing Plan (incorporated by
_ reference to the Company s Form S-8, filed on March 29, 1996)*
10.7 The Company’s 1996 Stock Optlon Plan (mcorporated by reference
to the Company’s Definitive Proxy Statement, filed on May 10,
2002)*
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10.9

' 10.10

“10.11

1012

:%jgﬁj:figfljl

loae

- 1615

10.16

. 1017

23
99.1

.+~ Collaboration Agreement, dated as of December 19, 1999, by and '

- ~among Bill-Gross' idealab!, the-Company, and find.com, Inc.

. {incorporated by reference to the Company’s F orm 10-K filed for
the year ended December 31, 1999)

$2,000,000 Term Note dated February 20, 2002, by the Company
in favor of JPMorgan Chase Bank (incorporated by reference to the
Company s Form 10-K ﬁled for the year ended December 31, 2001)

$1,000,000 Semor Grid. Proxmssory Note, dated June 18, 2002, by

the Company in favor of JPMorgan Chase Bank (filed herewith)

- Stock Purchase Agreement, dated January 15, 1998, between SVP,

S.A. and the Company (incorporated by reference to the Company’s
Form IO-K ﬂled for the year ended December 31, 1999)

: Amended and restated Employment Agreement, dated November
21,2001, between the Company and Andrew P. Garvin

(incotporated by reference to the Company’s Form 10-K filed for
the year ended December 31,2001)*

..Amendment No. 1 to Amended and Restated Employment
i Agreement, dated December 31, 2002, between the Company and

Andrew P. Garvm (ﬁled herewrth)*

. Employment Agreement, dated November 21, 2001, between the
" Company and David Walke (incorporated by reference to the

Company’s Form. lO-K ﬁled for the year ended December 31,
2001)* |

, Employment Agreement, dated February 6, 2002, between the

Company and Martin E. Franklin (incorporated by reference to the

~ Company’s F orm lO—K ﬁled for the year ended December 31,
2001)*

Employment Agreement, dated May 13, 2002, between the
Company and Peter M. Stone (incorporated by reference to the
Company s Form 10- Q filed for the quarter ended June 30, 2002)*

Employment Agreement, dated May 13, 2002, between the
Company and Daniel S. Fitzgerald (incorporated by reference to the

... ... CompanysForm 10-Qfiled for the quarter ended June 30, 2002)*
o2

List of -.Sub31d1ar1es (filed herewith)

Consent of Independent Auditors (ﬁled herewith)

Certifications Pursuant to 18 U.'S. C. Section 1350 as Adopted

"Pursuant to Section 906 of the Sarbanes Oxiey Act of 2002 (filed
' herewrth)

* This exhibit represents a management contract or a compensatory plan.
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- SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of me Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on'its behalf by the undersigned, thereunto duly authorized.

.. FIND/SVP,INC.
(Reglstrant)

By s/ David Walke
‘ ‘ _ David Walke,
S e e e T Ch1ef Executive Ofﬁcer

‘ Pursuant to the rcquxrement(s) of the Securmes Exchange Act of 1934 thls report has lbeen sngned by the following
persons on behalf of the registrant and in the capacities and on the dates indicated. _

. A1), Prncipal Executive Officer:

et /sIDav1d Walke e e i _Chief Executlve Ofﬁcer R
David Walke A Aprllll 2003

s

(2) . .-.Pnnclpal F mancxal Ofﬁcer and Prmcxpal
Accountmg Ofﬁcer

/s/ PeterM Stone e e -"ChiefAFihai-lc‘ialOﬂicerv
,),_P_.“’t‘:r M. Stone L April 11, 2003‘_7

3)  Board of Directors: =
.. ./s!AndrewP.Garvin ... .. ... .. .Presidentand Director
. ..Andrew P. Gafvm LR T I ‘Apnl 11 2003

”Is/ Martm E. Franklm o o PChamnan of Board of Dxrectors
‘Martin E. Franklin - - 25 v iteer mom e v ‘April 11,2003 -

. _Is/Marc L. Reisch o ~Director ’ |
" "MarcL.Reisch ~~ ~ "7 "A':Apnl 11 2003 S

“Js/ Denise L. Shapiro "7 Upirector
Denise L. Shapiro April 11,2003

/s/ Robert J. Sobel - Director
Robert J. Sobel April 11, 2003

/s/ Warren Struhl ‘ Director
Warren Struhl April 11,2003 -
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CERTIFICATIONS

L Davnd Waﬂke, cemfy that
1. I have revxewed thns annual repon on Form EO-K of FIND/SVP Inc

2. Based on my knowledge, this annual report does not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of the circumstances
under which such statements were made, not misleading with respect to the period covered by this annual
!-emﬁ; ; . . e .. T u.»

3. Based on my knowledge ‘the financial statements, and other financial information included in this
annual report, fairly present in ali material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this annual report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d 14) for the
registrant and have:

a) designed such disclosure controis and procedures to ensure that material information relating to
the registrant, inciuding its consolidated subsidiaries, is made known to us by others w1th1n tho-o
entities, partncularly durmg the period in which this annual report is bemg prepa:ed

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date
-within 90 days prior to the filing date of this-annual report (the “Evaluation Date”); and

¢) presented in this annual report our conclusions about the effectiveness of the disclosure controls
and procedures based on our evaluation as of the Evaluation Date; T

5. The registrant’s other certifying officers and I have disclosed, based on our most recent
evaluation, to the registrant’s auditors and the audit committee of reglsmmt’s board of dlrectors (or
persons performing the equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
1demt1ﬁed for the reglstmnt s auditors any material weaknesses in mtema! eontrois and

b) any fraud, whether or not material, that involves management or other empioyees who have a
significant role in the registrant’s internal controls; and

6. The registrant’s other certifying officers and I have indicated in ‘this annual repoxt whether there
were 51gmﬁ1cant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, mc!udmg any correctwe actaons with regard
to significant deficiencies and material weaknesses.

Date: April 11, 2003
/s/ David Walke

David Walke
Chief Executive Officer
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CERTIFICATIONS (Continued)

B I, Peter Stone, certify that: 3~ “hii
1. . I:have revnewed this annual report on Form 10-K of FIND/SVP, Inc;
L2 ‘ Based on: my knowledge thrs annual report does not contain any untrue statement of a material

fact or omit to state a material fact necessary.to make the_ statements made, in light of the circumstances
under which such statements were made, not misleading with respect to the peried covered by this annual
report; . R R s :

ER SN 2

3. Based on my knowledge, the ﬁnancral statements and other financial information included in this

* ---ﬁ-:annual report, fairly present in all material respects the financial condition, results of operations and cash

flows of the registrant as of, and for, the periods presented in this annual report;

4. ' ‘The registrant’s other certifying officers and I are"responsrhle for establishing and maintaining
-disclosure controls and- procedures (as deﬁned in: Exchange Act Rules 13a-14 and 15d-14) for the
~regrstrant and have : . SR

,a) all srgnlﬁeant deﬁcrenctes in the desrgn or operatron of mtemal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
a “1dentrﬁed for the reglstrant s audltors any matenal weaknesses in internal controls; and

b) evaluated the effectlveness of the reglstrant s: dxsclosure controls and procedures as of a date
~ ?;wrthm 90 days pnor to the ﬁlmg date of tlus annual report (the “Evaluation Date”) and

c) 'presented in'this annual report our eonclusrons about the effectiveness of the drsclosure controls
and proeedures based on our evaluatlon as-of'the Evaluatlon Date;

5 . -VThe reglstrant s other certlfymg ofﬁcers and I have drsclosed, based on our most recent .
evaluatlon, to the registrant’s auditors. and the audit eommlttee of registrant’s board of directors (or
persons performmg the equrvalent functrons)

) all srgmﬁcant deﬁclencres in the desrgn or operatron of mtemal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
ldentrﬁed for the regrstrant’s audrtors any matenal weaknesses in internal controls; and

b) -any fraud, whether or not materlal that involves management or other employees who have a
. ..significant role in the registrant’s internal controls; and

6.  Theregistrant’s other certifying officers and T have indicated in this annual report whether there

#. - were significant changes in internal controls or in other factors that could significantly affect internal

» controls'subsequent to the date of ouir most recent evaluation, mcludmg any corrective actions with regard
to significant deficiencies and material weaknesses. - :

Date: April 11,2003~

/s/ Peter M. Stope - - oo L
Peter M. Stone P T R
Chief Financial Officer
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EXHIBIT INDEX - .
Exhibit Number Description of Exhibit
3.1 +* Certificate of Incorporation of the Company (incorporated by

reference to the Company's Registration Statement on Form S-18
" (Reg. No. 33-8634-NY) which became effective with the Securmes
- and Exchange Commlssnon on October 31, 1986)

3.2 Ceruﬁcate of Amendment of Certnﬁcate of Incorporatxon of the
Company (incorporated by reference to the Company's Registration
- Statement on Form S-18 (Reg. No. 33-8634-NY) which became
cemeom st s effective w1th the Secunt:les and Exchange Cemmxssxon on October
' °31,1986) ) B A :

233 Certificate of Amendment of Certificate of Incorporation of the
TETEN _ Company (incorporated by reference to the Company's Registration
Statement on Form S-18 (Reg. No. 33-8634-NY) which became
effective w1th the Secuntles and Exchange Commlsswn on October
31, 1986) sk : iz s

-, 34 o ..Certlﬂcate of Amendment of Certlﬁcate of Inccrpcratlon of the
Company (incorporated by reference to the Company s Definitive
e _ Proxy Statement, filed on May 2, 1995) - ,
- 35 " Certificate of Amendment of Certificate of Incorpdraﬁon of the
: Company (incorporated by reference to the Company s Definitive
Proxy Statement, filed on May 13, 1998) )

36 Certificate of Amendment of Certificate of Incorporatlon of the
o - Company (incorporated by reference to the Company’s Deﬁmtwe
Proxy Statement, filed on May 27, 1998) "

3.7 Certificate of Amendment of Certificate of Incorporatlon of the
e - - Company (incorporated by reference to the Company 's Definitive
Proxy Statement, filed on May 10, 2002) :

38 I By-laws of the Company (mcorporated by reference to the
: : Company's Form 10-K filed for the year ended December 31, 1987)
3.9 Amendment to the By-laws of the Company (filed herewith)

BN 3 SR . Specimen of the Company’s Common Stock Certificate _
R (incorporated by reference to the Company’s Registration Statement
~ . onForm'S-18'(Reg. No. 33-8634-NY) which became effective with

the Securities and Exchange Commission on October 31, 1986)

10.1 License Agreement, dated October 11, 1971, between the Company
and SVP International (incorporated by reference to the Company's
Registration Statement on Form S-18 (Reg. No. 33-8634-NY)
which became effective with the Securities and Exchange
Commission on October 31, 1986) SR

10.2 Amendment to License Agreement, dated March 23, 1981, between
the Company and SVP International (incorporated by reference to
the Company's Registration Statement on Form S-18 (Reg. No.
33-8634-NY) which became effective with the Securities and
Exchange Commission on October 31, 1986)
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) ) 16.3

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

B L S

Amendment to License Agreement, dated November 21, 2001,

S ?between the Company and SVP:International (filed herewith)

_ "Lease dated March 15, ]995 between Urbicum Associates, L:P.
- and the Company, related to° premises on 4th floor at 641 Avenue of

the Americas, New York, NY (incorporated by reference to the
Company’s Form 10-K filed for the year ended December 31, 1994)

Lease, dated December 15, 1986, between Chelsea Green

) _Assocnates and the Company, related to premises at 625 Avenue of
the Americas, New York, NY (incorporated by reference to the

Company's Form 10-K filed for the year ended December 31, 1992)

The Company’s 401(k) and Profit Sharing Plan (incorporated by
reference to the Company’s Form S-8, filed on March 29, 1996)*

The Company’s 1996 Stock Option Plan (incorporated by reference
to the Company’s Definitive Proxy Statement, filed on May 10,
2002) *

Collaboration Agreement, dated as of December 19, 1999, by and
among Bill Gross' idealab!, the Company, and find.com, Inc.
(incorporated by reference to the Company’s Form 10-K filed for
the year ended December 31, 1999)

$2,000,000 Term Note, dated February 20, 2002, by the Company

1in favor of JPMorgan Chase Bank (incorporated by reference to the

Company’s Form 10-K filed for the year ended December 31, 2001)

$1,000,000 Senior Grid Promissory Note, dated June 18, 2002, by
the Company in favor of JPMorgan Chase Bank (filed herewith)

Stock Purchase Agreement, dated January 15, 1998, between SVP,
S.A. and the Company (incorporated by reference to the Company’s
Form 10-K filed for the year ended December 31, 1999)

Amended and restated Employment Agreement, dated November
21, 2001, between the Company and Andrew P. Garvin
(incorporated by reference to the Company’s Form 10-K filed for
the year ended December 31, 2001)*

Amendment No. 1 to Amended and Restated Empioyment
Agreement, dated December 31, 2002, between the Company and

‘Andrew P. Garvin (filed herewith)*

Employment Agreement, dated November 21, 2001, between the
Company and David Walke (incorporated by reference to the
Company’s Form 10-K filed for the year ended December 31,
2001)*

Employment Agreement, dated February 6, 2002, between the
Company and Martin E. Franklin (incorporated by reference to the
Company’s Form 10-K filed for the year ended December 31,
2001)*

Employment Agreement, dated May 13, 2002, between the
Company and Peter M. Stone (incorporated by reference to the
Company’s Form 10-Q filed for the quarter ended June 30, 2002)*
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- ‘Employment Agreement,dated May 13, 2002, between the
.. Company.and Daniel S. Fitzgerald (incorporated by reference to the
";;,Company s Form IO-Q ﬁled for the quarter ended June 30, 2002)*

- Listof Subsidiaries (filed herewith)
" Confsent of Independent Auditors (filed herewith)

A Certlﬁcauons Pursuant to 18 U.'S. C. Section 1350 as Adopted
" ‘Pursuant to Sectlom 906 of the Sarbanes—Oxley Act of 2002 (filed

‘herewith)

- -
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

FINI)/SVP INC AND SUBSIDIARIES
. Index to Consohdated F mancral Statements and Schedule
Independent Audltors Report

Consohdated Ballance Sheets as of December 31 2002 and 2001

;-Consohdated Statements of Opetatrons i Ty LN
for the years ended December 31 2002 2001 and 2000 T e

Consohdated Statements of Shareholders Equuty .
for the years ended December 31 2002 2001 and 2000

- ;Consohdated Statements of Cash Flows

for the years ended December 31, 2002 2001 end 20002 o
Notes to Consohdated Fmanclal Statements o

Schedule:
Independent Auditors’ Report on Supplemental Schedule

Schedule IT - Valuation and Qualifying Accounts

. F-1

-.nge

F-2

F-26

F-27




INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and ?Shé'rehOiders:ovf Find/SVP,Inc. ¢

We have audited the accompanying ' consolidated -balance sheets of Find/SVP, Inc. and
subsidiaries (the Company) as of December 31, 2002 and 2001, and the related consolidated
statements of operations, shareholders’ equity, and cash flows for each of the three years in the
period ended December 31, 2002. These financial statements are the responsibility of the

.+ Company’s management. Qur responsibility is to express an opinion on these financial

statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that ‘we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
- the financial statements. An audit also-includes. assessing the_accounting ‘principles used and
significant estimates made by management, as well as evaluating the overal! financial statement
presentation. We believe that our audlts prowdea reasonab%e basxs fon' our opmmn

B .’$4 -

In our opinion, such consolidated ﬁnanmal statements presem faniy, in aﬂﬁ matemai respects the
financial position of the Company at December 31,:2002 and 22001, and the results of its
operations and its cash flows for each of the three years in the period ended December 31, 2002,
in conformity with accounting principles generally accepted in the United States of America.

Deloitte & Touche LLP

Stamford, Connecticut
- April 4, 2003
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FINDISVI’ *]NC. AND SUBSIDIARIES
Consohdated Balance Sheets
“December 31
~(in thousands except share and per share data)

Current assets:
.. "Cash and cash equivalents - i
" Accounts receivable, less allowance for doubtful accounts of
~ $150 and $126 in 2002 and 2001 respectively
+ "Note receivable
- . Deferred tax assets i
. Prepaid expenses and other. current assets

Total current assets

" ¢  Equipment, software developmeht and leasehold improvements, at cost,
;+ less accumulated deprecxatlon and amortization

. . Other assets:
. .. Deferred tax assets
Rental asset
© " _ Cash surrender value of life insurance
.. Non-marketable equity secuntles
2. Other-assets - - P

Llablhtnes and Shareholders Equlty

Current lrabrlmes
Current maturities of notes payable
Trade accounts payable
Accrued expenses and other

Total current llabxlmes

Unearned retamer income
Notes payable
Deferred compensation

Commitments and contingencies
Shareholders’ equity:

Preferred stock, $.0001 par value. Authorized 2,000,000 shares;
zero issued and outstanding in both 2002 and 2001

Common stock, $.0001 par value. Authorized 100,000,000 shares;
issued and outstanding 10,214,102 shares in 2002;
issued and outstanding 10,043,443 shares in 2001

Capital in excess of par value

Accumulated deficit

Total shareholders' equity

See accompanying notes to consolidated financial statements.
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2002 2001

$ 968 § 1951
© 1,953 1,415
R 138
Fam 194
948 . 828
4141 4,526
2338 . 289
1,324 1,063
515 580
418 747
185 500

- 561 384
$_9538  § 10,692
$..606. $ 924
383 469
_1749 1,781
2708 3,174
1,476 1,753
1,200 895
441 380
1 1

7332 6,985
(3.620) (2.496)
3,713 4,490
$_9538  $ 10692




o FINDISVE, INC. AND SUBSIDIARIES
Consolidated Statements of Operations
Years ended December 31
- - (in thousands, except share and per share data)

20602 2001 2000

* . Revenues® $ 20,828 $_.22215 § 23,800
;. Operating expenses: J T L |
Direct costs " - 10,027 10,966 12,127
Selling, general and administrative expenses 11,808 12,397 - 12,426
| O .- giOSS . SRS (1’007) (1,148) e (753)
“* Interest income - 15 C e 119
N Other inwme . LR SRS s Tl L .'-'," Sl E 39
Lt Inmmexpense LeER (156) R A ;"(246) L (372)
. Impairment on investment (315 - e
‘Loss before benefit for income taxes (1,463) (1,345 T (867)
Benefit fo;z income taxes , o €339) v <(400) s T {332)

Net Toss - $ (1124) ~ $__(945) '$__ (535

Loss per common share — basic and diluted: = $ Iy s 1) 8 {.06)

Weighted average number of common shares
Basic , 10.138.703 '7.879.744 7445986
Diluted 10,138,703 . - -7,879.744 7.449.986

See accompanying notes to consolidated financial statements.
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FIND/SVP, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Fiows
“Years ended December 31
(in thousands) _

; 2002 2001 - . 2000
Cash flows from operating activities: ]
Net loss $  (1,124) $ {945) £ (535
Adjustments to reconcile net loss to net cash ‘
{used in) provided by operating activities: )
Depreciation and amortization A . 939 1,087 1,180
Allowance for doubtful accounts ' : .7 128 -~ 454 217
Uneamed retainer mcomc - . (17N {318) 142 .
Deferred income taxes © - . {(339) (398) ' {342
Compensation from opmm gmms 248 - -
Impairment on investment 315 - -
Deferred compensation ] 61 57 . 56
Changes in assets and Eiébilitim: “
(Increase) decrease in accounts receivable {666) 651 (796}
{Increase) decrease in pxepand XpEnSEs - - :
and other curreit assets " _" e 131 . (119}
Decrease (increase) in rental asset ' 5 206) -~ . (199)
Decrease (increase) in cash surrender value of life insurance 329 (44): )]
Increase in other assets 29 as.. - - (3D
Decrease in accounts payable and accrued expenses (147 {84) ity
Net cash (used in) provided by operating activities (677 299 (690 .
Cash flows from investing activities: ' .
Capital expenditures {457) (304) (570)
Repayment of notes reccivable 138 137 137 -
Net cash used in' mvestmg activities 319 (167 (433}
Cash flows from financing activities: " ok ’ : o .
Principal borrowings under notes payabie ) 3,230 200 1,400 -
Principal payments under notes payable ' {3,243) ’ (725) {1,474)
Proceeds from exercise of stock options and warrants 45 - 37
Proceeds from issuance of common stock . 50 1,443 -
Increase in deferred financing fees and acquisition costs (1% - 35
Net cash provided by (used in) financing activities 13 918 (712
Net {decrease) increase in cash
and cash equivalents {983} 1,050 {1,195}
Cash asid cash equivalents at beginning of year 1,951 901 2,096
Cash and cash equivalents at end of year $ _ 968 $__ 1951 $__ 901

See accompanying notes to consolidated financial statements.



“FIND/SVP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
: December 31 2002 2001 and 2000

-{1) - ORGANIZATION AND NATURE OF OPERATIONS

-Fmd/SVP Inc. and its wholly owned subsndlanes {the “Company”) is a knowledge services
' company that leverages the expertise and resources of its professional research teams on behalf
of -executives .and -other - decision-making employees, ‘primarily in the United States. The
Company currently operates in two business segments, providing consulting and business
advisory-services including: the Quick Consulting and Research Service (“Quick Consulting™) -
- which “provides retainer clients: with- access to the expertise of the Company’s staff and
- - information resources as well as-a Live AnswerDesk (“LAD”) service; and the Strategic
PR ~-Consulting ‘and Research Group (“SCRG”) which 'provides more extensive, in-depth custom
market research and competitive intelligence information, as well as customer satisfaction and
loyalty programs. Substantially all of the Company's personnel and operations are located in
Manbhattan. SR R

(2) . SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION AND PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of Find/SVP, Inc. and its wholly

owned subsidiaries. All significant mtercompany balances and tnmsactlons have been
’ ehmmated in consohdatxon

‘ EQUIPMENT AND LEASEHOLD IMPROVEMENTS e
Equlpment and leasehold 1mprovements are stated at cost

Deprecxanon is computed by the stralght-hne method over the estlmated useful lives of the
assets. ' Electronic equipment and computer software is primarily depreciated over five years,

 and the Company’s proprietary management information software system-is depreciated over
ten years. Leasehold improvements are amortized by the straight-line method over the shorter
of the term of the lease or the estimated life of the asset.

GOODWILL

Goodwill consists of the ‘excess of the purchase price over the fair value of identifiable net assets
of businesses acquired. Effective January 1, 2002 the Company adopted Statement of Financial
Accounting Standards (“SFAS”) No.:142, “Goodwill and Other Intangible Assets,” under which
goodwill is no longer-amortized. ‘Instead, goodwill:is evaluated for impairment using a two-step
process that is performed at least -annually ‘and -whenever events or. circumstances indicate
impairment may have occurred. - The first step is a comparison of the fair value an internal
~ reporting unit with its carrying amount including goodwill. If the fair value-of the reporting unit
exceeds its carrying value, -goodwill of the reporting unit is not considered impaired and the
second step is unnecessary. If the carrying value of the reporting unit exceeds its fair value, a
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second test is performed to:measure the amount of impairment by comparing the carrying amount

of the goodwill to.a determination of the implied value of the goodwill. If the carrying amount of

the goodwill is greater than the implied value, an impairment loss is recognized for the
difference. The implied value of the goodwill is determined as of the test date by performing a
purchase price allocation as'if the reporting unit had just been acquired, using curréntly estimated

fair values of the individual assets and liabilities of the reporting unit, together with an estimate of

:+ i+ - the fair value. of the. reporting unit taken :as .a ‘whole. The estimate of the fair value of the
_ - .-.:Teporting unit is‘based upon information available regarding prices of similar groups of assets, or
.. .other valuation techniques including present value technigues based upon estimates of future cash

' ﬂOW. S . R [ S A R _ ‘ : e ) " . - - L ’

- - < Prior to adoption of SFAS No. 142, the Company amortized goodwill on :a straight-line basis,

.- resulting in the recording-of approximately $10,000 of expense in each of the years ended

. .2 -December 31,2001 and 2000. The Company retains $75,000 of goodwill on its balance sheet in
- =-ze - .otherassets; for which no impairment has been identified.~ - = - S

* DEFERRED CHARGES

Deferred charges primarily comprise the cost of acquired library information files and
electronic databases, which are amortized to expense over the estimated period of benefit of
three years using the straight-line method. - AR t

.~ INCOMETAXES = ... - -

Income taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing -assets and liabilities and their respective tax
basis and operating losses and tax credit carryforwards. Deferred tax assets and liabilities are
measured using currently enacted tax rates. The.effect on deferred tax assets and liabilities of 2
change in tax rates is recognized in income in the period that includes the enactment date.

_Realization of the net deferred tax assets is dependent on future reversals of existing taxable

temporary differences and adequate future taxable income, exclusive .of reversing temporary
differences and carryforwards: Although realization is not assured, management believes that it
is more likely than not that the net deferred tax assets will berealized. .« - '

S Lyl T e

(LOSS) EARNINGS PER S B b '7 K

Basic earnings per share is computed by dividing net income (loss) by the weighted average

" number of common shares outstanding. Diluted earnings per share is computed by dividing net

income (loss) by a diluted weighted average number of common shares outstanding. Diluted

_net income (foss) per share reflects the potential dilution that would occur if securities or other

- contracts to issue common stock were exercised or converted into common stock, uniess they

~-are anti-dilutive. In computing -basic and :diluted earnings per share for the years ended

" 'December 31, 2002, 2001 and 2000, the Company used a weighted average number of common

- shares outstanding of 10,138,703, 7,879,744 and 7,449,986, respectively..— In the years ended
December 31, 2002, 2001 and 2000 there was no-dilutive effect. - L
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., -Options-.and warrants to purchase 3,320,522,:3,460,472 and .1,847,872:common shares during
. - the years ended December 31,.2002, 2001 and 2000, respectively, were antidilutive and were
- -therefore excluded from the computatron of dlluted earmngs per share L

REVENUE RECOGNITION

Revenues from annual retamer fees are recogmzed ratably over the contractual period.

-+. -Revenues from projects. are recogmzed as work:is completed. Revenues from publications are

_recognized on a subscription basis -as issues are delivered. . Revenues include certain out-of-

- -pocket and -other expenses billed ‘to clients which aggregated apprommately $1,221,000,

e SL 000 0 and $1,770,000 in 2002, 2001 and 2000, respectxvely P

- :;CASH AND CASH EQUIVALENTS

~Cash and cash equlvalents mcludes all hrghly l1qmd mvestments w1th ongma] matuntres of
thrée months or'less.”

i :NON-MARKETABLE EQUITY SECURITIES

Non-marketable equity securities are valued at the 1ower of hrstoncal cost .or_estimated net
realizable value. e :

FAIR VALUE OF FINANCIAL INSTRUMENTS

The following methods and assumptions were used m estlmatmg the fau value of ﬁnancml
instruments: s map e et g omened el

~ ~ The- carrymg values reported in -the balance sheets for cash, accountsrecelvable , prepaid
expenses and other current assets, accounts payable and accrued expenses apprommate fair
values e e e e r— e e

The fair value of notes payable, which approximates its carrying value, is esumated based on
the current rates offered to the Company for debt of the same remaining matuntres j o

' IMPAIRMENT OF LONG-LIVED ASSETS AND LONG-LIVED ASSETS TO BE' DISPOSED

Effective January ‘1, 2002, the Company adopted ‘Statement of Financial Accounting Standards

- (“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets.” The

*adoption of this standard d1d not affect the current ﬁnancral posrtlon or results of operations of
the Company T

"Long-hvedl assets of the Company (other than goodwill deferred ‘tax -assets and financial

** “instruments) including equipment; ‘software -development -and -leasehold improvements, rental

asset, and deferred charges, are reviewed for impairment whenever -events or changes in
circumstances indicate that the net carrying amount may not be recoverable. Recoverability of
assets to be held and used is measured by a comparison of the carrying amount of an asset to




:undiscounted ‘future net cash flows .expected to be generated by the asset. “If such assets are
considered to be impaired, the impairment to be recognized is measured by the amount by which
the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are
reported at the lower of the carrying amount or fair va}ue less costs to seM

STO:CK BASED EMPLOYEE COMPENSATION COSTS

. The Company apphes Accountmg PrmclpBes Board Opmlon No 25 when accounung for stock

- ‘options, and ‘no .compensation cost is recognized for grants made to employees or directors
‘when the grant price is greater than or equal to the market price of a common share on the date
of grant. Had the Company determined compensation cost based on the fair value at the grant
date for its stock options under SFAS No. 123, "Accounting for Stock-Based Compensation”,
as amended by SFAS No. 148, the Company's net income ‘(loss) would have been reduced
(increased) to the pro forma amounts indicated below:

2002 2001 2000

Net loss, as reported 78 (1,124,000) 'S (945,000) $(535,000)
"~ Add: Stock based employee compensation -~ -

expense included in reported net loss, net
of tax related effects 174,000 - -
‘Deduct: Total stock-based employee
compensation expense determined under -
fair value based method for all awards, net
of related tax effects (296,000) (299,000) (222,000)
Pro forma net loss $(1,246,000)  $(1,244,000)  $(757,000)
Loss per share: -
Ba::: and Diluted ' o

Az reported $(0.11) $(0.12} $(0.06)
. Pro forma - $(0.12). SRR 0.16) . 0.10

The per share weighted-average fair value of stock options granted during 2002, 2001 and 2000
was $0.96, $0.30 and $1.21, respectively. -Such amounts were determined using the Black-
Scholes option pricing model with the following weighted-average assumptions: 2002 -
expected dividend yield of 0%, risk-free interest rate of 6%, volatility of 111% and an expected
life of 5 years; 2001 - expected dividend yield of (%, risk-free interest rate of 6%, volatility of
93.0% and an expected life of 5 years; 2000 - expected dividend yield of 0%, risk-free :n:erest
. rate of 6%, volatility of 82.1% and an expected life of 5 years Voléa.mlny is calculated o+ the
- five precedmg years . v
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NEW ACCOUNTING PRINCIPLES

In July 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations”,
which will be adopted by the Company as of January 1, 2003. - This standard addresses issues
associated with the retirement of tangible long-lived assets. The Company does not believe
that there will be any impact on its consolidated financial-position and results-of operations that
w111 result from the adoptton of this standard.

In Apnl 2002, the FASB tssued SFAS No 145 “Resc15snon of F ASB Statements No 4,44, and
64, Amendment of FASB Statement No. 13, and Technical Corrections”. The Company
~ elected to adopt the provisions of this 6mnibus"'statement' early, which makes changes to several
existing authoritative pronouncements to make technical corrections, to clarify meanings; or to
describe their applicability under changed conditions. The adoption of this.standard did not
- affect the current financial position or results of operations of the Company. :Adoption-of the
. standard caused the loss on repayment of debt that occurred in the year ended December 31,
- 2000 to be reclassified as interest expense on the statement of operations, from its prior

o presentatlon as an extraordmary item.

In July 2002, the FASB issued SFAS No:146, “Accounting for Costs Associated with Exit or
Disposal Activities”.. .SFAS No. 146 supersedes Emerging Issues Task Force Issue No. 94-3,
“Liability Recognition for Certam Employee Termination Benefits and other Costs to Exit an
Activity (including Certain Costs Incurred in a Restructuring).” SFAS No. 146 requires that
costs associated with an exit or disposal plan be recognized when incurred rather than at the
date of a commitment to an exit or disposal plan. SFAS No. 146 is to be applied prospectively
to exit or disposal -activities initiated after December 31, 2002. Management believes that the
adoption of this standard will not have an impact on the Compa.ny s reported fmancnal posmon
- -or results of operations, as treatment of this standard is prospecttve :

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based
Compensation — Transition and Disclosure — an Amendment of FASB Statement No. 123.”
This statement amends SFAS No. 123 by providing alternative methods of adopting the fair-
value method of accounting for stock-based compensation, if an entity elects to discontinue
using the intrinsic-value method of accounting permitted in Accounting Principles Board
. (APB) Opinion No.25. -:One of these adoption methods, under which a prospective adoption of
. the fair-value method would be permitted without the need for a cumulative restatement of
prior periods, is only available to the Company if adopted in 2003. The statement also
amended with immediate effect certain disclosure requirements of SFAS No. 123 which the
Company adopted as of December 31, 2002. Management continues to study whether it wili
continue to account for stock-based compensatlon under APB No 25 or whether it will adopt
'SFAS No. 123 as amended

'USE OF ESTIMATES
Management makes estimates and assumptions relating to the reporting of assets and habilities

‘expenses to prepare these consolidated financial -statements in conformity with generally
- accepted accounting principles. Actual results could differ from those estimates.
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RECLASSIFICATIONS

Certam pnor year balances have been reciasszﬁed to conform with ement year presentation.
(3) EQUIPMENTAND LEASEHOLD IMPROVEMENTS NET

At December 31, 2002 and 2001 equlpment and ieasehold nnpmvements consist of the

followmg
SR SR c 2002 - . . 2001
‘ --Furmture ﬁxtures and eqmpment, mcludmg o T e e :
-~ computer software - - : G 00 8 9459,000 - § 9,202,000
'Leasehold merovements SeslEm ot no e e 987,000 - 1,954,000
‘ oo e sl s e T 1] ARG G000 - - 11,156,000
Less accumulated deprecmtlon and amortization -~ - - 9,112,000 - = 8,264,000

$ 2,334,000 -3 - 2,892,000

Deprec1anon expense amounted to appmxmlately $939,000, $1,087, 00@ and M 110,000 for the
years’ ended December 31 2002 2001 and 2000 respectlveiy

(4 OTHER ASSETS |

* At December 31, 2002 and 2001, other assets consist of the following:

2002 2001

Deferred charges _ ‘ , v $ 278,000 $ 160,000
Security deposits 132,000 132,000
Goodwill, net R 75,000 U 75,000
Employee loan receivable ' ' 50000 "~ . -
Deferred ﬁnancmg fees, net o 26,000 17,000

$ 561,000  § 384,000

(5) LEASES

The Company has an operating lease agreement for its principal offices, which expires in 2005,
under which rental payments decline over the term of the lease. . Rental expense under this
lease is recorded on a straight-line basis. Rental payments through December 31, 2002 and
2001 exceeded rental expense recorded on this lease through such dates by $741,000 and
$788,000, respectively.

The Corﬁpany has two-operat_i-,ng,leases for addiﬁoﬁal office spaee that expire in 2005, under
~ which rental payments increase over the term of the lease. Rental expense on these leases is
recorded on a straight-line basis. Accordingly, rent recorded through December 31, 2002 and
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f 1002001 ‘exceeded;a-scheduled«-.z-payments : through .such = dates by $166,000 and $207,000,
- . respectively. In September 2000, the Company gave up its rights to a portion of this space for
=+ which the Company, recelved $100 OOO ﬁom its landlord, which is mcluded in other income in
-, 2000 [ T LRI ,, , Lo . v :

. The Company's leases of ofﬁce space mclude standard escalatlon clauses Rental expense
s - -~ -under leases for office: space ‘was $1 504 000 $1 587, 000 and $1 ,497,000 in 2002, 2001 and
--; o ‘2000 respectlvely . RRER N IERETA - -

~ The future minimum lease payments under noncancellable operatmg leases as of December 31,
g 2002 were as follows et e e T

Year endmg December 31 Operating Leases
s Teens 222003 e ot atmer s fas e ot o on 80 853,000
R __':::2005 e IR PR NN I IS 5 . e S O < 426,000
Thereaﬁer el m -
| Total nnmmum lease payments : $ 2,132,000

= (6) NOTES PAYABLE S » _ |
Notes payable as of December 31 2002 and 2001 consxst of the followmg

— T 2001
Bank borrowings under term note $ 1,600,000 - $ 1,100,000

Bank borrowings under line of credit o e 176,000 - 200,000

Borrowings under debt agreements with investors:
- $475 000 Series A Senior Subordinated -
"~ Note — SVP, S.A., net of unamortized -
-discount of $1,000 as of December 31, 2001 due o SR
_ : August 25,2002 _ Gl T - 474,000
- Note payable to landlord, due 2003 ’ ' 30,000 45,000
N Total notes payable 1,806,000 1,819,000
Less current installments 606,000 924,000
Notes payable, excluding current
installments $ 1,200,000 $ 895,000

DEBT AGREEMENTS WITH BANK
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= In February 2002, the Company entered into a financing agreement with a commercial bank for
a Term Note. The Term Note bears interest at prime plus 1.25%, and is payable in quarterly
installments beginning March 31, 2002.  As of December 31, 2002, there was $1,600,000
outstanding on this note, of which $400,000 is classified as current. Interest expense related to
this note amounted to $94,000 for the year ended December 31, 2002. This agreement was
amended .and restated on- April 1, 2003, reducing the principal amount from $2,000,000 to
- $1,500,000, reflecting the current outstanding balance, and moving the final repayment date
- from December 31, 2006 to December 31, 2005. This will require the Company to make a

balloon paymcnt of $500 OOO on December 31 2005

The proceeds from this Term Note were used to repay the $1,100,000 balance on a Term Note
due June 30, 2005, and to repay the remaining portion of the Company’s Senior Subordinated
" Notes
T 'At'December 31, 2001, the Company had a term note-at the prime commercial lending rate plus
"~ 1.25% with commercial bank under which $1,100,000 was borrowed. Interest expense related

. to this note was $9,000, $102,000, and $63,000 for the years ended Deccmber 31, 2002, 2001
and 2000, respectxvely

‘The Company has a $1,000,000 line of credit at the prime commercial Eendmg rate plus 0.5%.
“The line is‘'renewable annually, and expires on December 30, 2003. At December 31, 2002 and
2001, $176,000 and $200,000, respectively, were outstanding under this line of credit. Average
borrowings under the line of credit were $379,000 and $30,000 in the years ended December
31, 2002 and 2001, -with the highest month end balances being $1,000,000 and $200,000,
respectively. Related interest expense was $20,000 and $2,000 in the years ended December
31, 2002 and 2001, respectively. There were no borrowings under the line durmg the year
- ended December 31, 2000. :

DEBT AGREEMENTS WITH INVESTORS
Prior to their repayment in February 2002, the Company had Scnior Subordinated Notes under
debt agreements with investors. Such notes accrued interest at an annual rate of 12%. Inerest

expense under such notes was $12,000, $112,000, and $270,000 in the years ended December
.31, 2002, 2001, and 2000, respectively.
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The aggregate principal maturities :of ‘notes payable ‘for the next five years, including full
amortization of discounts, are as follows:

Year ending December 31,

.2003 $ 606,000
2004 o v 400,000
2005 o ) 800,000
Thereafter : o ' o

3 1,806,000

() SHAREHOLDERS’ EQUITY
- SALE OF COMMON STOCK - f. R

In November 2001 the Company 1ssued 2,437,500 shares for net cash proceeds of $1 443 000,
after transaction costs of $557,000. This transaction resulted in a triggering of the change in
control prowsmns of certain employment and severance agreements (see Note 10). )

COM]\'ION STOCK WARRANTS

On January 1 2000 warrants to purchase 1 472 222 of the Company’s common shares-at $2.25

per share were- outstanding. During the first quarter of 2000, 266,945 of such warrants were

exercised. Under the terms of such warrants, $600,626 of face value of the Senior

- Subordinated Note due October.31, 2001 was surrendered as payment. In August 2000 as part

~ of the early retitement of the Senior Subordinated Note due October 31, 2001, 633,055

“warrants were converted into 150,000 shares of the Company s common stock. As a result of
this transactlon, no gam or loss was recognized. : :

At December 31,2002 and 2001, warrants to purchase 572 ,222 of the Company s common
shares remain outstandmg

- STOCK OPTION PLAN L

] - The. Company’s 1996 :Stock Option*Plan’ (the “Plan”), as:amended in 1998, 2000 and 2001,

= #e.7 -authorizes grants-of.options to ‘purchase up to 3,500,000 shares of common stock, issuable to
employees, directors and consultants of the Company. : :

---The options to ‘be granted under-the Plan will be designated as incentive stock options or non-
- 'incentive stock options by -our Board of Directors’ Stock Option Committee. Options granted
~under the Plan are .exercisable during.a period of no more than ten years from the date of the
grant (five years for options granted ‘to holders:of.10% or more of the outstanding shares of
common stock). All options outstanding at December 31, 2002 expire within the next ten years
if not exercised. Options that are cancelled or expire during the term of the Plan are eligibie to
be re-issued under the Plan and, therefore, are considered available for grant.
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- Activity under the stock option plans-is summarized as follows:

January 1, 2000
Additional authorized
Exercised

Cancelled
No longer available under 1986 Plan

December 31, 2000
Addmonal authonzed

" QGranted -

Exercised
Cancelled

No lenger available under the 1986 Plan

December 31, 2001
Granted -
Exercised
Cancelled - .

December 31,2002

Exercnsable at Dccember 31 20027 |

- Exercisable at December 31,2001 .
Exercisable at December 31, 2000

Weighted

-,‘vléfs.v-éﬂablé - - ‘average
for Options exercise
grant Granted ‘price
486,300 875900 .. . § Li2
500,000 -~ -

- (772,500) - - 772,500 - 215

- (80910). 168

291,840 291,840) 77 L4
GO0 ... . - -
475500 1,275,650 1.74
TO(1,872050) 1872050 T 049
259,450 (259.450) .. . .. 184
(166,200) R -
546,700 2,888250 0 - 092
(383 000)- 353,000 . 110
- (142,850) - 076
350,100 - (350,100) 1.99
543,800 27483007 $ 082
1,351,724 $ 092

863779 .. § 125

435550 ¢ $ 1.56

-+ :During 2002, -options to-purchase- 353,000 shares-of common stock were granted under the Plan
-at prices ranging from $0.83-t0 $1.429. The options issued qualified as incentive stock options

whereby the price of the options were at fair market value at the time of grant. -

As of December 31, 2002, there were 2,748,300 options .outstanding, having exercise prices
ranging from $0.41 to $3.6875, with an average remaining contractual life of 6.5 years. As of
December 31, 2002, there were 1,351,724 exercisable options, having exercise prices ranging

fmm $0.41 to0 $3. 6875 with an, average remammg contracmd hfe of 6. 5 years :

PREFERRED STOCK

The Company has authonzed and umssued preferred stock consnstmg of 2 000 000 shares at

$.0001 par value.

F-16




®) SvP INTEIRNATIONAL

The Company has an agreement W1th SVP Internatlonal -S. A (“SVP Internatronal”) a

subsidiary of Amalia S.A. Prior to November 2001, SVP International and its affiliates owned

37% of the common shares of the Company. The agreement:provides that-SVP Intemnational
will aid and advise the Company in the operation of an information service and permit access to

w='other global SVP. information centers, and the use of theSVP.trademark and logo. The

agreement shall continue in perpetuity, unless amended by-the parties. " The Company pays
royalties to SVP International computed using a formula based on percentages of service and

e ;product revenues, subject to certam lnmtatlons asdeﬁned ST e e

- Royalty expense under the agreement was $133,000 for the year ended December 31 2002 and

"":'_ - "$118,000 in each of the years ended December 31, 2001 and 2000.

- The Company receives and renders information services to other members of the SVP network.

1Charges for such services are made .at rates’ sumlar to .those -used.for the Company's other

cooechents. . g UL i T et el e i

The provision (benefit) for income taxes consists of the following:

2002 : 2001 R

Current: -
State and local -- e
Deferred: .
Federal - SRR (455,000) (348,000) .r_(267 000)»
State and local S (127,000) (52,000) .~ +{65,000) -
o 0 (582,000) - (400,000) .. .. (332,000) . .
Change mvaluatron allowance Comere 243,000 - -
- - +(339,000) - -~ -+(400,000) - - 4(332,000)

% (339, 000) s ~(400,000).. $  (332,000)

In 2002, .a valuation allowance was .provided. for :certain state and local ‘carryforward tax

| -operating loss assets, asthe Company determined that it was no longer more likely than not that

such assets would be realized during the carryforward period. It is reasonably possible that
future valuation allowances will need to be recorded if the Company is unable to generate
sufficient future taxable income to realize such deferred tax assets during the carryforward
period. Income tax (benefit) expense differs from the amount computed by multiplying the
statutory rate of 34% to income before income taxes due to the following:
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2002 2001

.. 2000

Income tax (benefit) expense at statutory rate $(494,000) $ (457,000) $ (295,000}

- Increase (reductmn) in income taxes resultmg ‘
Changemvaluahon allowance T 243 000
-State and local (benefit) taxes, net of

" federal income tax benefit . - .7 . (127 000) (52,0000 . (66,000)

“Taxable (nontaxable) income resulﬁng.
from decrease (increase) in cash :

- (24,000)

surrender value of life insurance - i e »
Nondeductible expenses o 22,000 66,000 25,000

Other -~ = Comiad s o 17,000 0 43,0600 - 28,00C
oo et 2$(339,000) 8 (400,000) S (332,000)

" ""The fax effects of temporary differences that give rise to significant portions of the deferred tax

assets, net of deferred tax liabilities at December 31, 2002 and 2001 are presented below:

2001

: 2002
Deferred tax assets: R T '

Federal tax loss carryforwards _ , .$ . 653,000 § . 445,000
State and local tax loss ca.rryforwards _ 402,000 348,000
Deferred compensation : 184,000 159,000
Royalty expenses 179,000 141,000
Depreciation and amortization o 139,000 136,000
Stock compensation expense . .. 104,000 -
Write-down of non-marketable equity securities 132,000 -
Other, net 46,000 28,000
Deferred tax asset , o i 1,839,000 1,257,000
Valuation allowance = o , (243,000) -

$ 1,257,000

Netdeferred taxasset . ... . - § 1,596,000

- Of the net deferred tax asset, $272,000 and $194,000 as of December 31, 2002 and 2001,

respectively, are classified as current.

- Federal tax loss carryforward assets expire from 2020 to 2022. Of the state and local tax loss
carryforward assets, apprommately $236 000 expxre in 2012 with the remamder expiring from

I 2020 t0.2022.
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(10) EMPLOYEE BENEFITS AND DEFERRED COMPENSATION
EMPLOY]EE BENEFIT PLANS S

The Company sponsors a 401(k) and proﬁt sharmg plan under whrch ehglble partxcrpants may

- elect to defer-eligible compensation up to governmental limitations. The Company contributes

-+ -.20% of the employees' contributions 1ip to 1% of their annual compensation and may contribute

... - additional profit sharing amounts :atthe-discretion -of the Company. “Expense relating to the

- 401(k) and profit-sharing plan was $79,000, $88 000 ancl $86 000 for the years ended
December 31,.2002, 2001:and 2000, respectlvely B

DEFERRED COMPENSATION
-+ The Company has deferred compensatron agreements wnth two mdmduals with benefits
-+ -commencing, -upon retirement, death ror ‘disability::Deferred .compensation is a discounted
- .. obligation.  'In 2002, the expense was :determined using ‘a discount rate of 6%. In 2001 and
»+-2000, -a -discount -rate “of:.:8.5% :was' used. - Deferred -compensation’ expense under these
- :agreements ‘was approx1mately $61 000 in 2002 and $S6 000 in both 2001 and 2000

: ‘A.-"'-EMPLOYMENT AGREEMENTS ,_,- .":-;- f SO

: _The Company has ‘an employment agreement wrth Andrew Garvm, the Presrdent of the

- Company, ‘which expires in December:2005.: The :employment agreement contains certain

:severance provisions entitling the President to receive compensation for various lengths of time

- -upon termination without :cause, or:voluntary -termination “upon- certain -conditions, which

- _includes the acquisition by a party of 30% or more of the outstanding -shares of common stock

+ of the Company ora change in: the majonty of mcumbent Board members and certain other
occurrences. & | i . R T e

The Company has an employment agreement ‘with David Walke, the ‘CEO of the Company,
which expires in November 2004. The employment agreement provides for the issuance of
‘options to purchase shares-of the-Company’s common stock.  The options are to vest ratably
over the first three years of the term of the employment agreement, .and such vesting shall
accelerate and vest mmedrately upon certain conditions. The employment agreement also
"“contains certain Severance provisions entitling the CEQ ‘to receive compensation and certain
‘benefits for various lengths of time upon termination without cause, or voluntary termination
~ -upon certain conditions, which includes the acquisition by a party of 30% or more :of the
' outstanding shares of common stock of the Company or a change in the majority of incumbent
Board members,-and certain other occurrences. ~
The Company has an employment agreement wrth Peter Stone the CFO of the Company,
which expires in May 2005. The employment agreement provrdes for the issuance of options
-to purchase shares of the Company’s common stock. The options are to vest ratably over the
first three years of the term of the employment agreement, and such vestmg shall accelerate and
vest immediately upon certain conditions. “The employment agreement also contains certain
severance provisions entitling the CFO to receive compensation and certain benefits for various
lengths of time upon termination without cause, or voluntary termination upon certain
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conditions, which includes the acquisition by a party-of 30% . or more of the outstanding shares
of common stock of the Company and certain other occurrences.

The Company has an employment agreement mth Martm Fra.nldm the Chairman of the Board
of Directors of the Company, which expires:in November 2004. The employment agreement
_provides for the issuance of options to purchase shares of the Company’s common stock. The
options are to vest ratably over the term of the employment agreement, and such vesting shall
.accelerate and vest immediately upon certain conditions, which includes the acquisition by a
party.of 30% or more of the outstanding shares-of common stock of the Company or 2 change
in the majority of incumbent Board members, or. upon his termination of employment without
cause or upon his death or dlsablhty

Severance arrangements for one member of the Operatmg Managemem Group (“OMG”) was
authorized by the Board of Directors on.January 25,-1999. In the event of certain changes of
control, the:severance agreement with this: member of the OMG would be triggered. The
agreement provides for -(a) a normal severance benefit for -one (1) year in the event the

.. .employee’s services are terminated without cause, and (b) a severance benefit of one (1) year in

'the event the separation from service is due to (i).a cthange in control, and (ii) the employee
suffers, within one (1) year thereafter, either (A) a discontinuation of duties, or (B) an office
change of at least 50 miles, or (C) a reduction“in compensation, or (D) a termination of
employment other than for cause.  Following the change in control in November 2001, the
Company estimated at December 31, 2001 that $134,000 :would be payable under these
provisions. :Jn March 2002, the Company accrued an additional liability of $188,000 related to
.contractual severance payments due to the former Chief Financial Officer, a former member of

. the OMG.. Severance benefits relating to the resignation of our former Chief Financia! Officer

. were.reduced by $93,000 during the quarter ended September 30, 2002, as the result of a
revised .and signed agreement between the Company-and the former Chief Financial Officer.
At December 31, 2002, $60,000 remains payable to a former member.of the OMG.

(ll) SUPPLEMENTAL CASH FLOW lNFORMATION

Cash paid for interest and income taxes dunng thc yea:rs ended December 31, 2002, 2001 and
2000 was as follows

Co002 . 2001 2000

$ - 217000. $ 236,000 § 235,000

' ilncome taxes : $ ©o 6,000 . $ ‘ 12,000 $ ' 109000

" The Company had the following nori-cash financing activities:

During 2002, the Company recorded the cashless exercise of 79,000 options at prices ranging
' from $0.50 to $1.062, in exchange for 34,691 shares of common stock at prices ranging from
$1.40 to $1.71. Such shares were held for a period of at least six momhs before the respective
exchange. The value of these transactions was $59 000.
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Dunng the ﬁrst quarter of 2000 1he Company issued 266 945 common shares upon the
_ exercise of warrants in exchange for the retxrement of $6OO 626 of the Company s Senior
s Subordmated Note due October 31 2001 : : »
RS In August 2000 the Company ‘issued 150 OOO shares of common stock m exchange for the
ST '*":cancellatlon of 633 055 warrants to purchase common stock i
sl Durm,g 2000 the Companyrecorded the cashless exercise of 47 860 optlons at prices ranging
=< - from $0.75-to $2.25, .in"exchange for"28,831 shares of ‘common stock at prices ranging from
¢ 7$3.3125 t0°$4.01325.."Such shares were held for a period of at lcast six: ‘months before the
» -7 respective exchange. “The value of thesé fransactions was $97 OOO '

(12) ACCRUED EXIPENSES

Accrued expenses at December 31, 2002 arld 2001 consisted of the following:

: : 2002 2001
Accrued bonuses and employee benefits h 538,000 $ 554,000
Accrued expenses incurred on behalf of clients 27,000 27,000
Accrued SVP royalty 954,000 854,000
Other accrued expenses v 230,000 346,000
$ 1,749,000 $ 1,781,000

In 2002 and 2001, the Company recorded an accrual $257,000 and $228,000, respectively, for
restructuring under a severance plan approved by the Board of Directors and communicated to
employees. The $228,000 amount included the $134,000 of severance related to OMG
employment agreements discussed in Note 10. In 2002, the Company paid $273,000 related to
both the restructuring plans. As of December 31, 2002, a balance of $212,000 remains accrued,
which includes the $60,000 related to a former OMG member as discussed in Note 10.
Payments related to the remaining severance accrual at December 31, 2002 will be completed
by the end of October 2003 ' . , :

- (13) NON-MARKETABLE EQUITY SECURITIES

In 1999, the Company entered into an agreement with idealab! and Find.com, Inc. whereby the
Company assigned the domain name “find.com” and licensed the use of certain rights to the
trademarks “find.com” and “find” to Find.com, Inc. idealab! and Find.com, Inc. are not
otherwise related to the Company. Under terms of the agreement, the Company received cash
and non-marketable preferred shares in :idealab!, and was entitled to certain future royalties.
The preferred shares received were valued by the Company at $500,000, and carried various
rights including the ability to convert them into common shares of Find.com, Inc., and a put
“option to resell the shares to idealab! The put option became exercisable in December 2002.
Under the terms of the put option, idealab! could either repurchase the preferred shares for
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$1,500,000 in cash, or elect to return the find.com domain name to the Company. In the latter
.case, the Company would retain the preferred shares.

In January 2003, the "CompanyzéXercis;é;d'its. piit option and idealab! declined to repurchase the
preferred shares. This information was considered by the Company in its recurring evaluation

. of the carrying value of the preferred shares at the lower of historical cost or estimated net

realizable value. Using this information together with other publicly available information
about idealab!, the Company concluded the net realizable value of its idealab! preferred shares
_ 'had declined to an estimated $185,000 at December 31, 2002, which resulted in a charge to

_operations of $315,000 during the quarter ended December 31, 2002. Since the idealab!
_preferred shares continue to be an investment in a start-up enterprise, it is reasonably possible
in the near term that the Company’s estimate of the net realizable value of the preferred shares
will be further reduced.
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" {14) SEGMENT REPORT]NG L WTEESITER IR N 4

# - i+The Company manages its consultmg and business advrsory services in‘two business segments:
" “Quick ‘Consulting ‘and" Strategic ‘Consulting, ~“The Company- operates :pfimarily in the United
- -States.“The-Company considers its ‘quick ‘consulting and- strategic consulting services to be its
+ core: competency Corporate and other relates to- assets and activities that are not allocated toa

F : RY terme L

2 Segment R A O P GOt S EUN P FORNE Sys ok PPIER v B At SN PR APE A S X S S R S

(in thousands) . ’ Yeam Ended December 31, .
L | | © el TE002 0000 E i 2000
~ _Revenues . .
'-QCS mcludmg“:LAD‘?? L g 118,624 8
y T L5 2204 “
$ - 20,828 § 22 215+ $ 23,800

“Total revenues’

Operating (loss) income
g J'QCS mcludmg LAD

“"§CRG " AR (* R 66 T 68

M TR PiErL S S
.A} A - T

Total segment depreciation and amortization 519 605 651

Corporateandother e o 4200 482 ... 459
Total deprecmtlon and amortlzanon e T 939 § 1087 $ 1,110

‘,’Total FASSets il e T SRk o
QCS, including LAD , $ U3 16178 , 71
SCRG 467
Total segment assets 3,628 - -
Corporate and other : 5,910 _ o
§ QUL Lo T T 9 538 0 - 10,692 w0

e 138 119550 160
S ;:5’.’3~ 5e 30

AQCS mcludmg LAD
SCRG . s

137 - 124 .. »-190_
320 1180 380

- : ;Total segment capxtal expendltures
.‘Corporate and other . - .:

Total capxtal expendlhues ‘ $ =457 $ ,304 $ - 570

S o (1) Includes cenam du'ect costs and sellmg, general and adxmmstrahve expenses not attnbutable

' .5» toasmgle segment R TR PR v
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(15) FOURTH QUARTER EVENTS (UNAUDITED)

-As discussed in Note 13, in the fourth quarter of 2002, the Company.recorded a charge to

. operations of $315,000 to write-down the carrying value of its preferred shares of idealab! As

- discussed in Note 12, in the fourth quarter of 2002 and 2001, charges related to severance costs

. of $147,000 -and $228,000, respectlvely, were recorded. - Also, approximately $380,000 was

recorded related to bonus and commission anamgements in the quarter ended December 31,
_2002

(16) COMNIITMENTS AND CONTINGENCIES

+In March 2003, the Company became aware of a lease modification agreement from 1992
.- ‘related to its primary offices at 625 Avenue of the Americas that differs from a second lease
“: . modification agreement signed by -the same parties also in 1992. The lease modification
~=--agreement that the Company believes to be in effect has been consistently disclosed and used to
account for this operating lease since 1992. These two agreements are dated within two days of
~*.each other. The significant difference between the terms of the documents are that the newly
" discovered document indicates a lease expiration in June 2004, one year prior to the June 2005
I «expiration date in the agreement that the Company believes to be in effect. The Company has
s~ requested its landlord to investigate their files, however, this investigation remains incomplete
-~ and accordingly no determination as to which agreement is definitive has. been'made. The
" Company believes that the agreement it has consistently relied upon and which expires in June
2005 is the governing agreement. Based upon review of the documents that have been located,
- outside ‘counsel has advised the Company that a reasonable basis exists for the Company’s
_r.posmon S :

. -If the newly discovered- docurnent is determined to be the definitive agreement, as of December

" . 31,.2002 'the Company would be obligated to write-off approximately $310,000 of the rental

asset recorded on its balance sheet, which would cause an after-tax reductlon to. shareholders
equity of approximately $210,000. L

1Y) SUBSEQU’ENT EVENT

On Apnl 1 2003 the Company purchased all of the issued and outsta.ndmg stock of Guideline

‘Research “Corp. “(“Guideline”). ‘Guideline, together with its wholly owned subsidiaries

Guideline/Chicago, Inc., Advanced Analytics, Inc., Guideline Consulting ‘Corp., and- Tabline
" Data Services, Inc. is a provider of custom market research. Simultaneously “with the

acquisition, Guideline entered into employment agreements with, among others, the former
" shareholders of Guideline, Robert La Terra and Jay L. Friedland. - Also, 150,000 stock options

were granted to one of the former shareholders after the close of this transaction pursuant to the
_terms of an employment agreement entered into with Guideline at the closing.-

The -purchase price consisted of approximately. $4,454,000 in cash (including $525,000 of
estimated transaction costs), and 571,237 unregistered shares of the Company’s common stock,
of which 295,043 shares were placed in escrow. The shares placed in escrow will be
distributed to the Sellers on or about May 31, 2004, subject to reduction for the resolution of
purchase price adjustments, if any.
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The Guideline purchase price was financed by the Company’s cash resources, the assumption
of certain liabilities of Guideline, and by the receipt of $3,400,000 (net of financing costs)
obtained from the issuance of: (i) a-promissory note with a $3,000,000 face value, with stated
interest at 13.5%, due April 1,:2008 ‘(the. “Note™) to. Petra'Mezzanine :Fund, L.P. (“Petra”),
which is secured by a second lien and security interest on substantially all of the Company’s
:. oo ooaassets; (i) 333,333 shares of convertible; Tedeemable; cumulative ‘preferred stock, ‘designated as
sxsmai oo ‘Series. A Preferred:Stock, sto Petra, which are redeemable at:Petra’s:option :beginning April 1,
o 7ol o 2009 at aninitial redemption price of $1:50 per share,or $500,000, plus all accrued but unpaid
“w.iic.. . dividends; and (iii) ‘warrants.to Petra to purchase 675,000 shares of the Company’s.common -
- tstock at an exercise :price of $.01 per share. - The preferred shares are -entitled to receive either
. cash -or_“payment-in-kind”- dividends :at-a rate -0f :8.0% annually, :and ‘the .future redemption
price is subject to adjustment for anti-dilution. The warrants are exercisable at any time, and,
beginning April 1, 2009, and for a period of four years thereafter, Petra shall have the right to
cause the Company to use commercially reasonable efforts to complete’a-private placement to .
sell Petra’s shares of the Company’s common stock issuable upon exercise of the Warrant (the
- “Warrant Shares”) to one or more third parties at a price equal to-the:market value of the
Warrant Shares based on the closing bid price of the Company’s common shares as of the ‘date
Petra so notifies the Company (the “Put Exercise Date”). In the event.a change in control takes
place during the period in which the put may be exercised, Petra would have the right to cause
the Company to fulfill its repurchase obligations in the same form of consideration as that
received by the other selling shareholders. '

On April 1, 2003, the Company also amended and restated: (i) its term Note with JP Morgan
Chase Bank, in the principal amount of $1,500,000 and (ii) its line of credit with JP Morgan
Chase Bank in the principal amount of $1,000,000. These amended and restated agreements
had the effect of reducing the term Note principal amount from $2,000,000 to $1,500,000,
reflecting the current outstanding balance. The final repayment date of the term Note has been
moved up from December 31, 2006 to December 31, 2005. As a result, the Company will have
a $500,000 balloon payment -due at December 31, 2005 instead of making payments of
$100,000 each quarter in 2006. In addition, JP Morgan Chase Bank consented to the
Company’s acquisition of Guideline and the related financing transactions with Petra, and
amended various financial covenants of both the term Note and line of credit as follows:

1) The previous Debt to Consolidated Tangible Net Worth Covenant of 2.00 was
replaced with a Senior Debt to Consolidated Tangible Net Worth plus Subordinated
Debt covenant of 0.75; and

2) The previous Consolidated Tangible Net Worth covenant of $3,500,000 was

replaced with a Consolidated Tangible Net Worth plus Subordinated Debt covenant
of $3,300,000.
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| INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTAL SCHEDULE

- 'L_To the Board of ]Drrectors and Shareholders of Fmd/SVP Inc

Our audrts were: conducted for the purpose of formmg an oprmon on the basxc ﬁnancna.l statements taken as -
. awhole: The supplemental schedule listed in the table of contents on page F-1.is presented for the purpose
.of additional -analysis.and. is :not-a-required -part of ‘the basic financial statements. - This schedule is the
~.responsibility of the Company’s management. - Such schedule has been subjected to the auditing

. procedures applied in our audits of the basic financial statements and, in our opinion, is fairly stated in ail
;i—,material respects Whe'n»cons'idered in‘relation to the basic financial statements taken as a whole.

- 'Delome & Touche LLP

Stamford, Cormectrcut
. April 4, 2003 e

e,
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Schedule I
FIND/SVP INC. AN D SUBSIDIARI]ES
Valuahon and Quallfymg Accounts

Years ended December 31 2002, 2001 and 2000
D (m thousands of dollars)

" Balanceat ~ Addiions . . .
' beginning  chargedto  Deduc- Balance at
Classnﬁcatlon of yearr  earnings  tions (1) end of year

Year ended Dccembcr 31 2002 :
' Allowance for doubtful accounts $

ont
L]
N
&
==
N
[e ]
&2
=
&5
)
N
(=]

- '-:,;,Yearendedmecembersl 2000
- Allowance for doubtful accounts. .~ $ 101  °$

[0
N
m -

Y4 454 $ 429 1£0
Year ended D_ecember 3 1,'2000: o _
~ Allowance for doubtful accounts - $ 101 $ 101

N
P
~
L
[o®]
(="
=
-2
[y
k=
[y

|
|
ll

g ’Note::' (1) :Amounts written off, net of recoveries.
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